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ABSTRACT 

A study examined existing literature on retirement 
practices and policy. Demographic v'rhange and the gradual development 
of pension benefits have led to the phenomenon of early retirement- 
There are three groups of early retirees. The voluntary retiree is in 
relatively good health, with adequate financial resources, can take 
full advantage of early retirement benefits and is prepared to enact 
the retirement role. Among involuntary retirees are those who retire 
because of ill health and those vhose 1obs are eliminated The third 
arcup consists of unprepared retirees. Initial research on the early 
retirement experience was conducted before the growth of inflation. 
Thus it did not encounter that stressful retirement experience which 
would later develop because of inflation and which would require such 
interventions as retraining and iob search assistance consistent with 
aT> unemployment approach to early retirement. To develop policy 
alternatives in early retirement practice, more information is needed 
cn the costs and benefits of early retirement to the individual and 
the national economy. An unemployment^oriented and a life-cycle 
approach are needed in future early retirement research. Future 
policy mast emphasize the productive retention of older workers, thus 
shifting emphasis from early retirement to the larger area of work 
and aging. (MN) 
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Foreword 



The trend toward early retirement has emerged as a key 
public policy question which has implications for individual 
workers, employers, and the national econorr»y. As noted in 
this study, persons who elect to retire early include a vast ar- 
ray of workers. Early retirees range from persons who leave 
the labor force involuntarily for health and unemployment 
reasons to individuals whose pension benefits and private in- 
vestments will allow them to **retire" well in advance of the 
traditional retirement age. 

The primary purpose of this monograph is a review of ex- 
isting research and literature on the early retirement 
phenomenon. Dr. Gordus assesses the benefits and costs of 
early retirement from several perspectives and considers the 
implications of early retirement for future research and 
public policy. 

Facts and observations expressed in the study are the sole 
responsibility of the author. Her viewpoints do not 
necessarily represent positions of the W.E. Upjohn Institute 
for Employment Research. 

E. Earl Wright 
Director 

Kalamazoo, Michigan 
November 1980 
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Introduction 



Early retirement, a term once susceptible to simple defini- 
tion, is in fact a phrase which describes different kinds of 
detachments from the labor force of individuals at ages 
earlier than had once been arbitrarily determined as normal, 
that is 65 years of age. Less than two decades ago, an early 
retiree was a person who chose to leave the labor force 
before 65 years of age, usually between 62 and 64 years of 
age. At present, because of increasingly liberal benefits as 
well as decreasingly rigid criteria for eligibility, that defini- 
tion no longer holds. Instead, there is now an array of in- 
dividuals who have retired early. At one end of such an 
idealized array are affluent persons in their mid or early 50s 
whose pension benefits and private investments or other in- 
come permit them to pursue lives in which either leisure, 
community service, or second careers are relatively well- 
subsidized. At the other end of such an array are persons 
who are, for all practical purposes, unemployed and becom- 
ing increasingly unemployable, but who differ from the long 
term older unemployed persons of previous decades by vir- 
tue of the source of the income which they now have — early 
retirement pension benefits. 

This study of early retirement was undertaken as an effort 
to draw together what is known about this new phenomenon 
from materials already developed on the subject. The pur- 
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poses of sin.'h i\ revii'w iu)l sliiiMly ilicoiiMicul. I di oik* 
ihiuB. ll^e sliidv hcBiU) al a lime whcMi il npiunuetl ihal puhlic 
prt?ssures were piiuhicing i\ silualion which wits pariiilDxieuh 
lUuly letireiueiu had been enshrined, lor soineal leiisl, with 
ihose h)ng soughl and hard won hen^ i : . medical eoverage. 
workers' eonipensalion, itnd pensi , henefiis of ah 
kinds which lielp assure a deceni wuiKing and posi 
working Hie. \\\\\ a( die same lime, legislaiion lutd liaally 
been passed lo raise mandalory reliremeni age Troiu 65 lo 70 
in many esial)lislnnenis and occnr)aiions, : cse coi.nlercm 
reals are more lhan jnsi anoiher example of lUsagrcemcnl 
about issues of pid)lic policy. They bolh express and acl 
upon concerns and serious reservations about early relire- 
meni as an appropriate method of htbor force reduction at a 
time when it is not clear whether early retirement bcaeHts all 
who take it and when the continuing state of constriction of 
the nation's retirement resomces is already worsening. In 
fact, it is possible that these resources could become 
drastically reduced in another two decades because of 
demographic pressure alone, and perhaps even completely 
exhausted should the trend toward early retirement continue 
at its present level. 

The aging of societies and the problems of retirement are 
very modern phenomena. In the course of human history, 
only a handful of persons could expect to reach the normal 
span of life, 70 or more years, before death. A vast majority 
failed to reach 35 years of age. Not until the nineteenth cen- 
tury did sufficient numbers of persons live long enough to 
make age or aging, or the support of the aging, a problem 
suitable for public intervention. In the late nineteenth cen- 
tury, retirement had begun. Poverty among elderly 
Americans had always been a problem, but as more 
Americans survived to older ages and more of them 
withdrew from the labor force, the problem became more 
severe and widespread. Private pension plans were developed 



lion, ihc itutnu dI pt^veilv U) dUUt Aiueiicuih svlii) vvcic no 
K)ntjei WDikiiig wii^ rctluctul, ot ilicu* ui 

liUiytMuenh \o prcn iile opiioih mul iiuuniivt^s \o\ ,\\\mWi\\\^ 
\o wiwc mirlv Moi jusi ullt^r ytuuh tuulic^r iliiin r>\ hiil its 
tHuiv "^"^ iDok pliu'o nuK'h moro litpiillv. ihi^ ilt^'i^lop 
lutMii in lahoi lorce pt)licv I'onUI havo MihMnnliul inipmM mi 
ihe economic syslcni, iho socini slmclnrc anil intlividnal livch 
in Ihe coiuinB ilecutlcs. 

As ihe stvi)iul cimpicr ol ihi*^ ^hulv cnipliuNi/CN, wlu n ilic 
opiion to retire curly Imcl clevelopetl, ii hecunieclenr tluti nol 
nil persons nvnilcti iheiusclvcs of this opporuinity. \\\ in Tucl, 
early rotireiueni is nol as advanlagcons lo proper ilcploy- 
nienl of the American labor I'orcc as once coiuiuonly lielil, it 
was imporlaiU io know who chose this detachment from the 
world of work and wlio delayed retirement. In general, some 
tentative answers can be provided to that question. Involuib 
tary early retirement is closely associated with prolonged 
unemployment or declining health. Voluntary early retire- 
ment is associated with favorable postretirement income pro- 
spects, good health, and substantial planning preparation 
for the retirement experience. Some early retirements are 
more difficult to categori/e and seem to result from the 
availability of benefits, some pressure from employers, and a 
perceived lack of reward from the work role. 

The third chapter of this study begins with individual 
issues. The individual experience is an essential element for 
investigation because certainly how retirement is perceived 
by those presently in that state will have some impact on 
those who decide in the future. The specific methods, as well 
as the conceptual bias brought to the retirement experience 
by those who have studied it, provide a source of confusion 
as well as enlightenment, but it is clear that those who have 
retired early with sufficient resources and good health and 
who chose to do so, experience retirement as a beneficial ar- 
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rangement which probably even prolongs life. Those not so 
favored may find early retirement better than unemployment 
or unsubsid'zed disability, but the experience is radically dif- 
ferent from and much less fulfilling than that of their more 
favored cohorts. As the third chapter demonstrates, there 
are social consequences — and ultimately policy issues — in- 
volved with individual retirement experience. For example, 
social service systems and adult and higher education in 
America have begun to focus on older Americans as a 
population to be served, in some instances transferring their 
function from a younger dependent population to another 
population which happens to be older. 

The final chapter considers implications for future 
research and public policy. If, as many assert, the nation's 
retirement resources will be subject to burdens which it can- 
not sustain within the next two decades, a reconsideration of 
early retirement policies is essential. While such a recon- 
sideration may arise from concern over whether the nation 
can afford maintained or increased levels of early 
withdrawal from the labor force, it must proceed from infor- 
mation about how the early retirement decision is made and 
how the experience is perceived. Early retirement, for those 
who are financially secure and healthy and who plan for this 
stage in their life cycle, is a thoughtful decision and a positive 
experience. Early retirement can also be beneficial for those 
whose health is deteriorating, but it is possible that early 
retirement for these persons is simply another type of extend- 
ed and perhaps liberalized disability. Other involuntary early 
retirees, those whose employment histories have been trou- 
bled, might be assisted by policies directed toward retaining 
them in the work force in some capacity. Still other early 
retirees do not make a truly voluntary decision and may not 
experience retirement positively. They have responded to a 
mixture of liberalized benefits, job dissatisfaction, a perceiv- 
ed lack of employment-related rewards, and pressure from 



Chapter 1 

Aging, Work and Retirement 
in Perspective 

The normal limit of age has not changed very much 
throughout most of human history. The Old Testament no- 
tion of three score and ten has not been extended significant- 
ly over the intervening millenia. However, although some in- 
dividuals lived to a ripe age, normal life span for thousands 
of years was much shorter, perhaps 25 or 30 years at most. A 
short life span for most individuals and a low median age for 
populations were characteristic of most human societies until 
quite recently. Under such conditions, withdrawal from the 
labor force in the later years was simply not an option for 
most people since so few survived beyond what is now con- 
sidered early middle age. The great demographic change of 
the eighteenth and nineteenth centuries throughout the 
Western World was the survival of more individuals, not the 
extension of the normal limit of life. Under these cir- 
cumstances, the median age of populations rose, and more 
individuals survived to old age and could retire.* 

When the first census was taken in America in 1790, the 
median age of white males was just 16 years of age, in con- 



I. Sherburne Cook, "Aging of and in Populations,'* in P,S, Timiras, ed.. Development 
Physiology and Aging (New York, 1972), p. 595. 



8 Aging, Work and Retirement 

trast to the median age of males and females in the 1970s 
which is about 30 years of age. The changing median age of 
the American population is shown in table 1-1. In 1790, less 
than 2 percent of the population were 65 years of age or 
older; in the Bicentennial year, about lO percent of the 
population had reached that age. The demographic shape of 
American society changed little until about 1820 and retire- 
ment was not common. - ".ost people continued to work until 
death. 

The Decline of Labor Force Participation 
of Older American Men 

By 1870, as table 1-2 shows, about 20 percent of the men 
65 years and over had withdrawn from the labor force. ^ 
Retirement during this period was not a result of economic 
incentives to the potential retirees; the late nineteenth and 
early twentieth century was a period in which poverty and 
old age were intimately associated in America. During the 
first decades of the twentieth century, problems of old age, a 
state now reached by many, were ; ived as problems and 
as a proper area for government iiu^rvention. The several 
states took the initiative, Massachusetts with the first com- 
mission on aging in 1909 and Arizona with the first state old 
age pension system, and the federal government witnessed 
the introduction of the first federal old age pension bill, but 
not by any means the last.^ The struggle to establish a finan- 
cial floor below which the income of no older American 
could fall had begun in public conciousness with the publica- 
tion of an article by Edward Everett Hale, Chaplain to the 
United States Senate, in which he proposed an annuity 

2. Dominic Gagliardo, American Social Insurance (New York, 1955); U.S. Bureau of 
Economic Analysis, Long Term Economic Growth (Washington. 1973), pp. 212-214. 

3. Lee W. Squier, Old Age Dependency in the United States {Ncv^ York, 1912). pp. 6-14; 
Abraham Epstein, Facing Old Age: A Study of Old Age Dependency in the United States 
and Old Age Pensions {New York, 1922), pp. 20-27. 
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Table 11 

The Changing Age Composition of the American Population, Median Age, 1790-1975 





Male 


TOTAL 
Female 


Total 


Male 


WHITE 
Female 


Total 


NONWIL'TF 
Male Female 


Total 


U.S. 1790 








15.9 












1800 








13.7 


16.3 


16.0 








1810 








15.9 


16.1 


16 0 






17.2 


1820 


16.6 


16.7 


!6.7 


16.5 


16.6 


16.5 


16.9 


17.4 


1830 


17.1 


17.3 


17.2 


17.2 


17.3 


17.2 


16.7 


17 1 


16.V 


1840 


17.8 


17.7 


17.8 


17 9 


17.8 


17.9 


17.0 


17.5 


17.3 


1850 


19.2 


18.6 


18.9 


19.5 


18.8 


19.2 


17.3 


17.4 


17.4 


1860 


19.8 


19.1 


19.4 


20.2 


19.3 


19.7 


17.5 


17.5 


17.5 


1870 


20.2 


20.1 


20.2 


20.6 


20.3 


20.4 


:8.2 


18.9 


18.5 


1880 


21.2 


20.7 


20.9 


21.6 


21.1 


21.4 


17.9 


18.0 


18.0 


1890 


22.3 


21.6 


22.0 


22.9 


22.1 . 


22.5 


18.5 


18.3 


18.4 


1900 


23.3 


22.4 


22.9 


23.8 


22.9 


23.4 


20.0 


19.5 


19.7 


1910 


24.6 


23.5 


24.1 


24.9 


23.9 


24.5 


21.5 


20.6 


21.1 


' 1920 


25.8 


24.7 


25.3 


26.1 


25.1 


25.6 


23.1 


21.9 


22.4 


1930 


26.7 


26.2 


26.5 


27.1 


26.6 


26.9 


23.9 


23.1 


23.5 


1940 


29.1 


29.0 


29.0 


29.5 


?9.5 


29.5 


25.4 


25.1 


25.2 


1950 


29.9 


30.5 


30.2 


30.4 


31.1 


30.8 


25.9 


26.2 


26.1 


1960 


28.7 


30.3 


29.5 


29.4 


31.1 


30.3 


22.7 


24.3 


23.5 


1970 


26.8 


29.3 


28.1 


27.6 


30.2 


28.9 


21.5 


23.8 


22.7 


1975 






28.7 






29.5 






23.2 



SOURCE: Historical Statistics of the United States. Series A 86-94; Statistical Abstract of the U.S.. 1978. Chart 26. p. 26. 
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10 Aging, Work and Retirement 

system because as he said there is now no place in oir 
working order for older men."^ 



Table 1-2 

Labor Force Participation of Males 65 and Over 



Year 


Percent of males 65 
and over gainfully employed 
(Gagliardo) 


Labor force participation 
rates, males 65 and over 
(Census) 


1870 


80.6 




1880 


76.7 




1890 


73.8 


68.3 


1900 


68.4 


63.1 


1910 


63.7 




1920 


60.2 


55.6 


1930 


58.3 


54.0 


1940 


41.5 


44.2 


1950 


48.4 


45.8 


1960 




33.1 


1970 




26.8 



Source: Dominic Gagliardo, American Social Insurance (New York, 1955), p. 32; U.S. 
Bureau of Economic Analysis, Long Term Economic Growth (Washington, 1973). pp. 
212-214. 



If there was not place for the aging in the work force, what 
economic resources did exist in those early years when there 
was retirement of a sort but no federal old age pension 
schemes, virtually no private or union pension plans, and 
few takers for the annuity programs offered by some in- 
surance companies? A survey of the post-65 population in 
Massachusetts in 1930 assigned only 23 percent of the older 
population to dependency status, and most of that fraction 
were persons institutionalized in prisons, hospitals, or 
almshouses or taking part in some of the relief programs. 
But, as the report stated, no account was taken of church, 



4. Edward Everett Hale, "Old Age Pensions, ** Cosmopolitan 35, pp. 168-169. 
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society or settlement house assistance to these older persons, 
and no contribution to their resources from friends or 
families was considered to place them in **dependent" 
status. Only paupers, and the term was used to describe thj 
indigent institutionalized, were dependent for financial 
reasons alone.' 

The relatively leisurely pace at which actional pension 
plans developed and were implemented reflected a sense 
within American society that older persons ought :n have 
saved during their working lives. According to at least one 
authority, for more than a century the lower two-thirds of 
the American population has had zero savings.^ Ai«nuity 
plans, popular abroad, have, for a variety of reasons, not 
been particularly successful in America.' 

Only a minority of those who retired in the late nir.eteenth 
century could expect to subsist on savings or annuities. Most 
retirees depended on some form of assistance about which 
little information has survived — pri- ate philanthropic 
societies, churches, other voluntary groups and, probably 
most important, other members of the family. Therefore, 
for this particular dependent population, the mechanisms 
for transferring resources were informal and voluntary and 
not subject to monitoring or control. Indeed, it is likely that, 
in many cases, where children or other relatives refused to 
contribute to the support of indigent elders, no stronger in- 
centive than the approval of other family members and 
friends was provided by society to those who contributed 
these resources.* 



5. Squier, Oid Age Dependency, p, 6. 

6. Gabriel Koiko, iVeaith and Power in America (New York, 1962), pp. 48-51. 

7. David Hackett Fischer, Growing Old in America (Oxford, England, 1978), p, 272. 

8. tbid., p. 273. 
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The Development of Retirement 
Resource Systems 

The first incursion into this informal, ad hoc, retirement 
resource system was made by private companies. After the 
American Express Company led the way in 1875, other com- 
panies, especially the railroads followeri jtad the specific 
financial arrangement commonly made b> ^ese companies 
came to be called the ''railroad formula," ch was a pen- 
sion figured on the basis of 1 percent of a worker's annual 
wage multiplied by his years of service. While the formula 
for benefits was similar among the railroads, 'he age favored 
for retirement varied between 65 and 70, wnlh 70 usually the 
mandatory age. The first thrust of private pension plan 
development occurred in an industry wliich v/as highly pro- 
fitable and which employed some highly skilled workers who 
were already organized, for example, the Brotherhood of 
Locomotive Engineers. There are clearly preconditions 
which are necessary for the development of any worker 
benefit arrangement and in the case of the railroads around 
the closing years of the nineteenth century and the beginning 
of the twentieth century these necessary conditions existed: a 
generally prosperous economy in which one type of industry 
was particularly successful and profitable, and a combina- 
tion of skill, sophistication and power among workers in 
those industries.' 

Pension plans were also adopted by craft unions on their 
own initiative, but growth in the pension support for retired 
persons continued to occur in private industry as major com- 
panies—Standard Oil, Armour, Du Pont, John Deere, Intei 
national Harvester, Procter and Gamble, Western Electric, 
and Westinghouse— developed their own retirement 
schemes, often based on the ''railroad formula.'* Those 



9. Nathan Schock, Trends in Gerontology (Stanford, 1951). 
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whose retirements were subsidized by private pension plans 
were not supported lavishly by any means, but in contrast to 
those whose detachment from the labor force was not ac- 
companied by pension payments, participants in private pen- 
sion plans were relatively secure from economic deprivation. 
However, the security was only apparent. Most private pen- 
sions were not a right in the sense that they were the in- 
alienable possession of the workers after a specified period; 
there were no contractual rights to pension or payment. 
Government workers on every level were either without pen- 
sion plans or were included in meager plans in the few 
American cities having such arrangements for their 
workers. '° As one worker commented, horses, in this case an 
artillery horse, retired assured of full support until death, 
while he, a postal employee for 50 years, had no postretire- 
ment benefits at all." 

But the federal government, while not providing retire- 
ment benefits for its workers, had been in the habit of paying 
a kind of pension even since 1866. It is a little difficult to ex- 
plain how, by the year 1905, there could have been nearly 

I, 000,000 veterans receiving pensions. The Spanish 
American War provided the country with few veterans. The 
Southern states cared for their own veterans after the Civil 
War, and the Union Army had fewer than 1,100,000 active 
participants in 1865. The degree to which veterans' benefits 
actually functioned for some as old age pensions will not be 
clear until a close study of the records is made, but it is amp- 
ly clear that this vast dependent population made a signifi- 
cant dent in the federal budget, accounting for 40 percent of 
total expenditures in some years. By the turn of the cen- 
tury, and until after World War I, a significant number of 

10. Fischer, Growing Oid in America, pp. 170-172. 

II. D.D. Cowgill, "The Aging of Populations and Societies," Annals of the American 
Academy of Political and Social Science 415 (1974), p. 7. 

12. Fischer, Growing Old in America, p. 273. 
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older Americans were supported by these benefits, since they 
extended to the survivors of decreased servicemen. Several 
social groups were excluded from this quasi-pension plan: 
blacks, women without demonstrated relationships to 
veterans, and new immigrants, as well as the urban poor. 

As those who claimed veteran status and their dependents 
died, the only supported retirees outside almshouses were 
those with private pension benefits and those in the public 
sector to whom such benefits were gradually extended. The 
debate about old age insurance began to develop in the years 
before World War I and it intensified as poverty became 
endemic among older Americans. Dependency upon 
almshouses or charity among the elderly grew alarmingly as 
eligibility for veterans' benefits declined among the older 
population, as more poor Americans lived longer, and as 
society became more industrialized and urbanized and in- 
cluded large numbers of people who had virtually no family 
in this country. In 1910, about 23 percent of the old were 
dependent in this sense; in 1922, tjefore the Depression, 
dependency had increased to about 33 percent. In 1930, the 
rate was 40 percent; in 1935, 50 percent and by 1940 about 65 
percent of the elderly were dependent.*' Obviously the 
disastrous poverty among the aged was exacerbated by the 
Depression and fewer formal and informal sources of retire- 
ment income were available, despite the enactment of old age 
pensions by several states. By 1937, even after the develop- 
ment of many private pension plans, only 5 percent of the 
elderly were enjoying the old age benefits of them.'^ 

The development of numerous movements devoted to the 
passage and implementation of national old age insurance 
and pension benefits in America, similar to those schemes 
long in use in Europe, has been studied from many perspec- 

13. Ibid., pp. 272. 275-277. 

14. M.S. Shearon. **Economic Status of the Aged." Social Security Bulletin (March 1938)» 
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tives. While only students of American social movements or 
the development of pensions may now be concerned with all 
these movements, one of them, the Townsend movement, 
survives in the form of a classic case study in organizational 
decline.'' The economic implications of social security 
legislation have been the object of many studies, and ac- 
counts of the ideological and political currents which 
obstructed or facilitated passage of social security legislation 
are available in several first-rate studies.'^ 

The first movement toward supporting retirement through 
private pension plans for the elderly began in the last quarter 
of the nineteenth century and gathered force thereafter. That 
such resources were insufficient for the entire growing group 
of elderly Americans became obvious throughout the early 
twentieth century, and the growing poverty of older persons 
in the midst of general economic distress finally was 
alleviated by federal intervention. With a pause for World 
War II, the drive continued toward increasing coverage for 
American workers through private pension schemes combin- 
ed with consistent improvement of social security coverage. 
Table 1-3 shows the increase both in numbers of private pen- 
sion plans and in numbers of workers covered by such plans 
from 1875 to 1970. 



15. David Sills, The Volunteers (Gkncoc, IL, 1958). pp. 253-268. 

16. Fischer, Growing, Old in America, pp. 157-195; 246-264, 
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Table 1-3 

Growth in Private Pension Plans 1875 1970 







Numuer of 






workers covered 


Year 


Number of ylans 


(millions) 


1875 


1 


n.a. 


1900 


12 


n.a. 


1920 


270 


n.a. 


1930 


720 


2.4 


1935 


1,090 


2.6 


1940 


1,965 


3.7 


1945 


7,425 


5.6 


1950 


12,330 


9.8 


1955 


23,000 


15.4 


1960 


n.a. 


21.2 
25.3 


1965 


n.a. 


1970 


n.a. 


29.7 



Source: U.S. Department of Labor. Digest of Selected Pension Plans 1976-78 
(Washington, 1979). 

Note- n a = not available. Emphasis has been placed upon numbers of workers covered 
from 1960 in. for example. Digest of Selected Pension Plans and other standard compila- 
tions, not on the number of plans. 

Summary 

In 1870, about 20 percent of the males 65 years of age and 
over were retired. In 1970, nearly 75 percent of the male 
population over 65 had withdrawn from the labor force. 
This trend toward retirement reflects a demographic shift, a 
rising average age at death. The incomes of retired 
Americans are now maintained through benefits from 
private pension plans and from social security benefits. For 
over a century, demographic change and the gradual 
development of pension benefits have combined to produce 
a relatively new phenomenon, retirement. More recently, the 
extension of pension benefits to those younger than 65, in 
combination with other factors, has produced an even newer 
phenomenon, early retirement. 
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Chapter 2 

The Early Retirement Option: Economic 
Policies and Individual Decisions 



The rapid growth of early retirement benefits and the in- 
creasingly liberal criteria for qualification for early retire- 
ment over the past several decades is the subject of the first 
part of this chapter. The focus of the second part is the early 
retirement decision. It is clear that the availability of the ear- 
ly retirement option has been beneficial to persons whose 
health makes working difficult or impossible and to those 
whose jobs have been eliminated by catastrophic unemploy- 
ment. However, these persons retire involuntarily. Studies of 
the early retirement decision indicate that early retirement 
benefits and liberal eligibility criteria are closely associated 
with the voluntary early retirement decision. There are still 
other workers for whom factors such as supervisory and peer 
pressure and weakened attachment to the work force are 
significantly associated with a decision to retire early — a 
decision which is neither involuntary nor completely volun- 
tary. 

In general, individual decisions to retire early are based in 
part upon the availability of resources for retirement. These 
resources can include individual savings and investments, 
but the basic component of financial support for the early 
retiree and his or her dependents is usually a pension with 
early retirement provision. Social Security payments are 
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directly significant only later in the early retiree's post- 
retirement life. Another potentially important economic fac- 
tor influencing individual decisions is the individual's history 
of investment and obligation. Clearly those whose children 
are grown, educated and attached to the labor force and 
whose major lifetime purchases, such as a house, have been 
completed, are in a better position to retire with security than 
those whose histories of investment and obligation are still in 
a less advantageous state. Still, for most, the availability of 
private pension support subsequent to an early retirement 
decision is crucial. 

The Growth of Private Pensions 

The American experience, at the turn of the century, in 
supporting older Americans no longer in the labor force, 
manifested a pattern in which private industry took the lead, 
with close involvement from important groups in organized 
labor (for example, the railroads and the Brotherhood of 
Locomotive Engineers). The development of early retire- 
ment follows a similar outline. 

A study done under the auspices of the Social Security Ad- 
ministration in 1974^ reviewed the status of private pension 
plans at that point, which was, as the author noted, a conve- 
nient milestone year because of the passage of the Employee 
Retirement Income Security Act (ERISA) which marks the 
beginning of a new era in private pension development. In 
fact, since the implementation of ERISA began in January 
1976, the major concern about private pensions has not been 
their expansion but their rearrangement to conform to the 
federal standards of vesting, funding, and participation, 
devised to provide greater assurance that employees would 
indeed benefit from those pensions they had expected. 

1. Alfred M. Skolnik. '^Private Pension Plans 1950-1974,'* Sociai Security BuUetin (June 
1976), pp. 3-14. 
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In 1974, about 30 million workers were participants in 
private pension plans, and of these about half, or 15 million 
workers, participated in plans which had been negotiated 
under collective bargaining agreements. Of those workers 
belonging to negotiated plans, about half, or 8 million 
workers, belonged to multiemployer plans. This membership 
in collectively-bargained multiemployer plans in 1974 is an 
enormous change from the beginning of the period, 1950, 
when fewer than a million workers could retain their pen- 
sions while moving from one employer to another. Such ar- 
rangements are now, in contrast, often industry-wide. 
Before the implementation of ERISA, only about one-third 
of the employees covered in private pension plans had 
coverage that was insured. Nearly all the multiemployer 
plans at that time were noninsured, as were union-financed 
plans and a whole range of unfunded plans. 

While the increase in participation and coverage has been 
substantial, the percentage increase in beneficiaries receiving 
payment has been even greater. In 1950, about 450,000 per- 
sons drew benefits, compared with about 6,390,000 in 1974, 
an increase of 1480 percent. This, of course, is in sharp con- 
trast to the increase in coverage which was about 800 percent 
over the same period. Therefore, in private pension plans, 
the same demographic pressures are obvious as those ap- 
parent in the public sector; the ratio of worker to beneficiary 
changed from a tweaty-workers-to-one beneficiary ratio to a 
five-workers-to-one beneficiary ratio, although these ratios 
do not have the same significance for annuity or other in- 
sured and invested pension schemes as they do for pay-as- 
you-go plans. Part of the pattern of increase in beneficiaries, 
particularly in the latter part of the 1960s and early 1970s, is 
due to early retirement and the increasing liberalization of 
benefits and early retirement age and service requirements.^ 

2. Evan L. Hodgens, "Key Changes in Major Pension Plans,*' Monthly Labor Review 
July 1975). pp. 22-27. 
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The Developmenmt of the 
Early Retirement Benefit 

The story of early retirement benefits and their extraor- 
dinary growth and development begins a little later than 1950 
although, as many have remarked, early retirement was 
already prevalent. Lenore Epstein, in one of the first studies 
of early retirement makes the following observations 
documented by Social Security Administration earnings: 

— men who had elected to begin drawing social security 
benefits at age 62 were only half as likely as age 65 
retirees to have had covered earnings of $4,800 in the 
year with the largest earnings; and 

— early retirees **were almost four times as likely to 
have earned less than $2,400 in their best year since 
1950."' 

Early retirement, as recently as 1966, had negative connota- 
tions and was associated with chronic unemployment, ob- 
solescence of job skills, low earnings, and a lack of interest 
in working. Workers exhibiting such characteristics would 
likely have been considered appropriate candidates for early 
retirement by management.'* 

But the focus was not exclusively upon those whom 
management wished to retire individually; the implementa- 
tion of early retirement programs on such a broad scale was, 
to some extent, a considered decision on the part of many 
sectors of management in an effort to manipulate the labor 
force in order to secure high productivity. Organized labor 
had experienced, in the postwar period, several setbacks as 
plants closed and relocated, or simply closed, often leaving 

iTenorc A. Epstein, "Early Retirement and Work-Life Experience." Sociai Security 
Buiietin {March 1966). p. 3. 

4. Richard Barfield and James Morgan, Eariy Retirement: The Decision and the Ex- 
perience (Ann Arbor, 1969), p. 4. 
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older workers unwilling to move and unable to secure 
employment of a similar kind and remuneration level, to a 
fate which was in effect, early retirement, but an unprotected 
early retirement.' Moreover, the several kinds of industrial, 
technical and organizational change usually classified 
together and called technological changes (including plant 
closing and relocations) threatened older workers dispropor- 
tionately, thus indirectly favoring younger employees. To 
some degree, therefore, the concerted effort to secure good 
early retirement benefits for workers by their representatives 
in organized labor was simply a response to management in- 
itiatives and a method for offsetting planned layoffs and for 
minimizing the possibility of new and disruptive manage- 
ment methods for reducing the work force. At the same 
time, the historical bias toward younger workers with their 
alleged propensity for greater productivity, a bias already 
more than a century old, was given additional impetus by the 
sheer numbers of young persons attempting to enter the 
labor force especially during the 1960s. Early retirement 
benefits became an important bargaining issue as labor 
unions moved to protect potentially endangered older 
members while helping secure entry positions for younger 
workers and new union members. 

Changing Patterns in 
Early Retirement Provisions 

Contrasts are striking from 1960 through the mid-1970s. 
The Bureau of Labor Statistics reported after a review of the 
pension plans whose specific arrangements were disclosed 
under the Welfare and Pension Plans Disclosure Act, that 
the proportion of employees covered by early retirement pro- 



5. See, for example, the conclusions and the summary of such cases in William Haber, 
Louis A, Ferman, and John Hudson, The Impact of Technological Change: The American 
Experience (Kalamazoo, 1963), pp. 47 ff. 
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visions under such plans increased from 23 percent in 1962 to 
more than 90 percent in 1971/ In addition, the locus of con- 
trol over the early retirement decision was transferred from 
management to individual employees. In the 1950s, 60 per- 
cent of the plans having early retirement provisions made the 
approval of management essential to an employee's retiring 
early. By 1971, about half the covered workers would have 
been required to seek company approval. A recent Banker's 
Trust Company Study, quoted by Skolnik,' indicates that in 
1974 only 12 percent of the conventional plans with early 
retirement provisions required company approval and only 4 
percent of the so-called pattern plans included this require- 
ment. The difference between conventional and pattern pen- 
sion plans is that pattern plans, usually negotiated between 
international unions and certain companies or groups of 
companies, base pension payment on sums which vary with 
years of service but do not reflect differences among workers 
in wage or salary rates. Conventional plans are usually, 
though not always, non-negotiated, and pension payments 
reflect both compensation and years of service. 

To qualify for early retirement, it has usually been 
necessary to attain a certain age and to have attained a 
specific number of years of service. Some conventional 
plans, specifically those not collectively bargained, have 
depended upon an age attainment only. But service re- 
quirements have become increasingly important as a 
criterion for early retirement benefits. The **30-and-out" 
plan, for example, has been successful in the automobile in- 
dustry as well as many other manufacturing and fabricating 
industries. The shift in emphasis on length of service has 
often been balanced with a lower age requirement.^ If 

6. Hodgens, '*Kcy Changes in Pension Plans, ** pp. 25-26. 

7. Skolnik, **Private Pension Plans/* pp. 3-11. 

8. Harry E. Davis, "Multiemployer Pension Plan Provisions in 1973, Monthly Labor 
Review {Ociohtx 1974), pp. 10-16, 
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30-and-out was a phase with a magic number in it, an even 
more magic number has emerged from the ever-increasing 
availability of early retirement benefits — age 55. The normal 
rhythm of American, and for that matter most Western and 
socialist, working lives has allowed for a period of early 
dependency and education, lasting from 18 to 25 years (ex- 
cluding lengthy professional preparation) followed by a 
working period of at least 40 years culminating in a period of 
leisure with security until death. But just as death is occur- 
ring at a later age for more persons, more workers are pro- 
vided powerful incentives in the form of financial security to 
prolong dependency in later life by entering upon that phase 
earlier and departing from it later. 

Early Retirement Clauses 

The Digest of Selected Pension Plans, 1976-78, provides 
information about 141 major pension plans. Of these collec- 
tively bargained, multiemployer plans, 135 had early retire- 
ment clauses. The average age requirement for early retire- 
ment was 56.61 years, with 62 years of age as the oldest age 
at which retirement was considered early. The average ser- 
vice requirement for these plans was 10.74 years, with some 
plans having a service requirement of 25 years. Some plans 
(14 or 10.3 percent) had a specific 30-and-out provision. On- 
ly four of these plans indicated that management approval 
was required, just 2.9 percent. 

The benefits for early retirement have normally been at a 
rate lower than the prevailing rate for normal retirement, 
and initially such reductions were calculated on the basis of 
an actuarial formula developed to compensate for the longer 
period of retirement expected for early retirees. It has been 
noted that as late as 1969, 48 percent of the pattern plans and 



9. U.S. Department of Labor, Digest of Selected Pension Plans, 1976-78, with Supplement 
(Washington. 1979). 
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53 percent of the conventional plans paid only the actuarially 
reduced amount to early retirees. However, in the pattern 
plans, as a result of negotiated settlements over the past 
decade, a shift has occurred and many are now paying full 
accrued pension benefits to early retirees, a result of the 
heavy emphasis on 30-and-out issues in collective bargaining 
in the early 1970s. 

Special Early Retirement Clauses 

Some pattern plans interlock with the Social Security 
system, providing special benefits to age 62 for early (pre-62) 
retirees with a provision for reducing these special benefits 
when Social Security payments begin. Actually this par- 
ticular variant developed in the early 1960s and has not been 
extended significantly since then. Special early retirement 
benefits and the clauses defining them were negotiated wide- 
ly in the 1960s; in most cases this special arrangement pro- 
vides for double the normal benefits from the time of early 
retirement until the age of normal retirement. 

Returning again to the Digest of Selected Pension Plans, 
1976-78 for a review of the special benefit clauses, it is 
noteworthy that considerable control, in both the form of re- 
quirements for management approval, as well as the right to 
retire some individuals involuntarily, is retained by manage- 
ment. Of the 135 plans, 25 had a special early retirement 
clause." The average age requirement was 56.15 years, with 
all these clauses having an age requirement ranging narrowly 
from 55 to 60 years. The average service requirement for 
special early retirement benefits was il.7 years, ranging 
from 10 to 20 years of service. Of the 25 plans, 64 percent, or 



10. Harry E. Davis. 'Tension Provisions Affecting the Employment of Older Workers," 
Monthly Labor Review (November 1975), pp. 41-45. 

11. Digest of Selected Pension Plans, 1976-78. 
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16, required management approval tor an individual to have 
special early retirement benefits, and 20 percent (5 out of 25) 
included a provision in which management could retire a 
worker involuntarily. 

Clearly such liberal benefits are highly likely, if not 
specifically intended, to encourage the retirement of older 
workers so as to prevent layoffs. In this case, as in others, ef- 
forts to balance the interests of industry and labor in the 
development of pension benefits tend to balance the interests 
of younger and older workers. Younger, more recently hired 
workers are those most likely to be laid off and early retire- 
ment provisions provide incentives for older workers to 
depart, thereby increasing the chances that younger workers 
will not be laid off at all and also providing those younger 
workers with the seniority, comparatively speaking, that 
they had not had previous to the retirement of older co- 
workers. Such arrangements highlight intergenerational 
rights and provileges, while exacerbating intergenerational 
tensions. During those rounds of bargaining, particularly 
between the United Automobile Workers and the major auto 
manufacturers, rank-and-file members consistently com- 
ment that while it is necessary to provide inflation protection 
for retirees, such priorities during bargaining may operate to 
the disadvantage of presently employed workers. At present, 
both the absolute numbers as well as the percentage of such 
retirees is larger than previously, although it is a con- 
siderably more modest percentage than can be expected in 
twenty years if current trends toward early retirement con- 
tinue at present levels. In two decades, therefore, both the 
actual pressure as well as the perceived pressure upon union 
workers versus retirees can be expected to increase. While 
such industry-specific problems differ from the broader na- 
tional prospect, the same trends could generate the same 
perceptions, pressures, and tensions. 
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Vestinfi Rifihts 

Consideration of vesting rights for pension plans will 
clarify the advantages to industry of early retirement. Turn- 
ing once again to the Digest of Selected Pension Plans, 
1978-78, the following profile can be discerned. 

All plans gave total vesting rights after some period of 
time and service, and sometimes after attainment of a 
specified age. Nearly all the plans required ten years of ser- 
vice, although the average service requirement among 135 
plans was 9.72 years. Some plans, 16 (or 1 1 .85 percent), had 
both age and service rquirements and the average age re- 
quirement was 53.56 years. These vesting arrangements are 
designed to comply with the provisions of ERISA, and thus 
protect the retirement benefits of employees. 

Some Costs and Benefits 
of Early Retirement 

The advantage of providing powerful incentives to 
employees who are at the top end of the pay scale to retire 
twenty years or so after they acquire total vesting rights and 
a decade or more earlier than usual is that early retirement 
can be much less expensive than the retention of an un- 
productive highly-paid employee. To pension off an early 
retiree is not very expensive when the cost is actuarially 
reduced. 

The funding of pensions is deductible for corporate tax 
purposes. The maximum amount which can be expensed is 
the normal cost plus 10 percent of the unfunded past service 
cost balance plus or minus an interest equivalent on any dif- 
ference between the amounts expensed and the amounts 



12. Ibid. 
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funded. Given a corporate lax rale of 46 percent, the real 
cost of any pension is only 54 percent of the total shown 
since the other 46 percent is funded in what would otherwise 
be taxes. Further, since pensions are often annuities, their 
cost to management is not the benefits paid the retirees over 
the period of retirement but the amount paid years before to 
insure that payment subsequent to the employee's retire- 
ment; such costs to the employer may be even lower. Ob- 
viously part of the costs for early retirement are borne by the 
taxpayer, and the tax structure provides an incentive to 
management to retire expensive and possible unproductive 
workers early. 

Involuntary Early Retirees 

Leaving aside for a moment the question of whether the 
increase in early retirements generally is desirable for in- 
dividuals or the economy, two groups of individuals, loosely 
described and defined, are clearly assisted enormously by the 
development of early retirement options. Those who have 
become disabled, to the point where work is difficult, have 
been adequately provided with retirement resources through 
such pension plans with a combination of disability and early 
retirement clauses. The other group, older workers caught in 
a catastrophic unemployment situation, are clearly advan- 
taged. Such workers, firmly ensconced in their community 
and reluctant to leave, often unwilling and unable to train 
for new types of work which might not even exist, fare much 
better now than, for example, those who were caught in the 
Packard Motor Car closing some years ago. In the Aiken, 



13, This can be calculated for specific employment situations from data available in The 
Economic Aspects of Pensions: A Summary Report, National Bureau of Economic 
Research (1968). 
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Ferman, and Shepparcl study of 260 of these workers it was 
observed that: 

... the respondents averaged shghtly more than ten 
months of joblessness in the twenty-seven month 
postshutdown period studied. Only 45 percent of the 
sample was actually reemployed at the time of the inter- 
view; 23 percent had never found a job and 32 percent 
had found and lost at least one job. 

Age, rather than education or skill levels, was the most 
important factor in the number of months of unemploy- 
ment. Workers over sixty years of age averaged almost 
fifteen months without work. Age was also the strongest 
factor relating to job mobility. Education and job 
mobility were also closely related, and among the 
reemployed workers those with better education were 
most likely to be receiving wages comparable with their 
previous earnings at Packard. 

Most important, 60 of the 305 Packard workers had never 
been reemployed from the closing until the time of the study, 
and age was the most powerful predictor of problems 
associated with lengths of time until reemployment as well as 
eventual nonemployment. Such findings are dramatic, but 
other studies demonstrate precisely the same trends, dif- 
ferent perhaps in detail but generally similar. Early retire- 
ment provisions protect older workers caught in such situa- 
tions from the severe economic deprivation encountered by 
the Packard workers and can only be counted as a new and 
important advantage to this group of involuntarily 
unemployed persons. Equally clear is the motivation of 
organized labor to protect such groups of members and the 
consequent bargaining for liberalization of early retirement 
benefits and requirements. 



14. Michael Aiken, Louis A. Ferman, and H.L. Sheppard, Economic Failure, Alienation, 
and Extremism (Ann Arbor, 1968), pp. 31-50. 
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Holh Ihcsc loosely clclinccl f^KUips, ihc ilisnhlcci aiul Ihc in- 
voluiuarily jobless ihrough calaslKM^Ii'^^ unciuploymciU, 
have few opiions. I'hcy do nol sclcci early rtMirciuciU as an 
opiion in Ihc same sense Ihose who leniain runclionally 
heallhy and whose jobs arc nol seriously ihrealened are tree 
lo do. Conseqiienlly, il is iniporlani lo look ai the relirenieni 
decision and its delerniinanls. for Ihose whose opiions are 
open. F^olicies developed lo encourage or discourage early 
retirement will inevitably and necessarily be designed for 
those who choose to retire early freely, withoul necessily or 
constraint. 

C hoosinj^ to Retire IiaHy 

To some degree, the preceding discussion departs from the 
perspective adopted by those who did the landmark studies 
in early retirement. Rather than assuming that the availabiU- 
ty of and increasingly Uberal benefits and eUgibiUty re- 
quirements for pensions were necessary conditions for the 
early retirement decision in most cases, the object of early 
studies was to determine //workers would indeed respond to 
this incentive. The study which is still the standard in the 
field was done in the early 1960s and published in 1969. It 
was designed, among other things, to test the hypothesis that 
increased levels of early retirement benefits would be an in- 
centive to potential retirees. It is easy, a decade or more 
after the appearance of this study, to examine the instru- 
ment, the conceptual basis of this study, or the population 
studied, and note that more extensive questioning on one or 
another issue would have been helpful, or that other con- 
cerns or other groups might have provided important infor- 
mation. However, the quality of this study and the influence 
its findings have had could hardly have been greater. The 
work of Barfield and Morgan in this study, and in later 
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tollow-up studios, is still the basis or most of what is known 
about two climcMisions oT early rcMiremenl: the decision lo 
retire and the postretirenient experience, 

One major objective of the llarl'ield and Morgan research 
was to idcntiTy the factors that influence the early retirement 
decision. To do this, a double-tiered analysis was done in 
which data drawn From a nationwide random survey of 
working and retired Americans were arrayed beside data 
from a second survey of working and retired UAW 
members. The most important factors affecting the decision 
for early retirement were found to be financial. The 
strongest correlation existed between a decision to retire ear- 
ly and the amount of expected pensions and annuity, in- 
cluding social security income after retirement. Other 
economic factors were also important, though not para- 
mount: asset level, preretirement savings, mortgage 
payments and other debt obligation, and dependents. 
Originally, one of the reasons that the UAW workers and 
retirees were studied, was the presumption that both 
preretirement and postretirement incomes within the UAW 
group would be homogeneous, at least comparatively so. In 
fact, the income levels in the group sampled were con- 
siderably more heterogeneous than expected and this situa- 
tion provided further validation of the correlation between 
the retirement decision and financial factors, since preretire- 
ment income level turned out to be very useful in differen- 
tiating between retirees and non-retirees. 

The next most significant association between the early 
retirement decision and a situational variable, or at least 
what seemed to be a situational rather than an attitudinal 
variable at that time, was with health status. Leaving aside 
those whose health was so poor as to force retirement, even 
in disabled status, those who assessed their health as poor or 
declining were the most likely candidates for early retire- 
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mciU. OihcM laciois wore less siguiricani (hau cxpcclcil, 
ccpi for llu)so working in early reliremeni inleusive in- 
tlusiries aiul Ihose Dceupalions where serviee leuglh, iu)l a«e, 
is ihe luajDr eonsiderallDU for relireiueni (Id; example. Ihe 
niililary) oeeiipalion was iu)l highly correlaletl wilh Ihe tleei 
sion to retire early, Neilher were ethiealion, si)eit)eei)iu)iuie 
sialiis. nor employiueiU slatiis of a spouse sigairieaiUly 
assoeialecl wilh early relireineiU. More speeiTie faelors were 
invesligaletl io Ihe UAW sliitly and il was denionslraled lhal 
neilher a routine repelilive job. nor iraveling time, nor rela- 
tionships wilh eo-workers were signifieantly related to Ihe 
early retirement decision either. However, several other 
variables were associated positively with early retirement in 
the UAW group: hobbies, perceived and actual pressure 
from the union to retire early, a desire for less work, and 
some job dissatisfaction. Finally, a person who participated 
in a planning or discussion session about early retirement, 
apparently not yet committed to early retirement, appeared 
to become committed subsequent to the participation. 

As early retirement benefits increased and more persons 
began to avail themselves of the opportunities presented to 
leave work, concern began to mount about the determinants 
of the decision. Two interesting points raised by Orbach's 
study, done about the same time as the original Barfield and 
Morgan two-tier study, provoked many questions.'^ First, 
people who retired early tended to save more than those who 
had not planned early retirement; and second, the majority 
of early retirees were not those who had made the decision 
but those who had been retired involuntarily. After early 
retirement benefits had been increased, three questions 
became more pressing, since the likelihood was greater than 
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Is the positive Ireiul toward early rcliremeul a 
|)rodiict oT ciuploycr pressures and inducements to 
unplanned early relircmenl or is it chieHy tine to 
purely ecoiu^mic gains in retirement income hrought 
about by increased pension benerits? 

In addition to tlicse questions, the generally positive at- 
titude toward early retirement whicli was apparent in virtual- 
ly all publications on the issue, whetlicr concerned about tlie 
decision, planning Tor early retirement, the early retirement 
experience, or the macroeconomic impact of continuing 
trends toward early retirement, was not echoed by all 
analysts. In 1970, Kreps made a significant statement about 
the costs of early retirement, and the appearance of that arti- 
cle heralded a reaction against the generally supportive view 
of early retirement so common until recently.'' 

Kreps sees early retirement as just one kind of response to 
technological change and the perceived necessity of altering 
the composition of the labor force consequent upon such 
change. However, the fact that retirement and early retire- 
ment will take place in a context of increased technological 
change presents problems that, in Krep's view, are as signifi- 
cant as those the early retirement option was supposed to 
alleviate. As she states: **The faster the pace of technology 
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and the higher the rate of economic growth, the greater is the 
disparity between earning and retirement benefits, under the 
present income allocation arrangements. Hence in a relative 
^ense, economic deprivation of the nonworking aged is 
generated in the process of technological advance and 
growth." Barfield and Morgan, as well as others, suggest 
that the prospect of early retirement is positively associated 
with frugality and saving during working years, a thriftiness 
not so evident in the saving behavior of those who do not 
plan early retirement. Kreps suggests that this frugal 
behavior serves as a depressant to the economy both during 
and after the working years of these retirees. While they 
work, they save and do not consume as much as they would 
without such retirement-oriented saving. When they are 
retired, their incomes do not permit a high level of consump- 
tion. Even at such a moderate rate of inflation as 3 percent, a 
retiree depending upon 48 percent of his preretirement in- 
come after retirement (a generous estimate) will, after 20 
years, see that proportion decline to 27 percent. Obviously 
early retirees with no health problems have an excellent 
chance to **enjoy" retirement for 20 years at least. 

Poverty among older Americans may become as threaten- 
ing a spectre to the aged in the late twentieth century as it was 
in the nineteenth century simply because retirement income 
for most will lag so far behind working income. There are 
only three major ways in which retirement income can be ob- 
tained and be secured: individual savings and assets; private 
pension arrangements; and transfer payments through taxa- 
tion. Individual savings, at the present time, show no sign of 
increasing dramatically. Indeed, the consuming behavior of 
Americans over the past inflationary decade has eroded sav- 
ings and built an enormous consumer debt. Private pension 
plans do not provide sufficient support in and of themselves. 
Moreover, it is important to recognize that, at present, the 
federal government supports private pension payments 
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through the corporate tax structure. Finally, by the end of 
the century fewer than two workers will be supporting one 
beneficiary, by payroll tax, a situation which will un- 
doubtedly result in benefits which may be much reduced in 
real value by inflation. 

While larger economic issues have now been introduced 
into the early retirement research arena by Kreps, attention 
continues to focus upon the early retirement decision. 

In a study of UAW workers and retirees done by Pollman 
and Johnson,'* it was hypothesized that changes in jobs or 
the addition of extra tasks to a job might be positively 
associated with an early retirement decision. Consequently, 
there was interest in determining whether specific jobs were 
more likely to produce an early retirement decision, all other 
things being equal, than others. No relationship was found 
between specific job class and early retirement, but changes 
in performance on the job, changes in the job itself, and add- 
ed tasks and responsibilities did have a positive association 
with an early retirement decision. This study gives a more 
specific understanding of the interaction between job 
satisfaction and the early retirement decision. Change, 
especially what might be perceived as negative and burden- 
some change, was the important element. Obviously, 
management has, within the spectrum of change permitted 
by work rules, the option to vary the amount of satisfaction 
thus influencing the early retirement decision. 

These concerns and studies set the stage for a series of 
research efforts which examine the early retirement decision 
in more careful detail. A doctoral dissertation by Richard 
Burkhauser completed in 1976 developed a relatively 
sophisticated model for testing the role of economic 
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variables in pension acceptance. Present value of the pen- 
sion as well as variants with age of acceptance, the effects of 
pension constraints, the alternative value of the potential 
retiree's time, in addition to the health of the individual and 
the effect of assets other than pension were included in the 
model. The model appears to have predictive power, in that 
auto workers given the opportunity to decide to accept a pen- 
sion behaved in the predicted manner. Both the difference in 
the asset value of the pension and the value of potential 
wages lost by acceptance were important. Health recedes as 
an all-important factor in this study, with the exception of 
those whose health forces retirement upon them. But both 
the healthy and those in ill-health responded to economic in- 
centives. Those whose family assets were greater tended to 
accept pensions in greater numbers. Of those accepting pen- 
sions, meaning those who decided for early retirement from 
their employment, over 80 percent of those studied remained 
out of the labor force. Both education and family assets were 
important influences in decisions to remain outside the labor 
force. Clearly, this work demonstrates that workers are sen- 
sitive to pension benefits and economic incentives. 

Yet another analysis of the retirement decision was a 
cross-sectional study by J.F. Quinn of white males in the 
Social Security Administration Retirement History study. ^® 
To some degree, this study was conducted to correct errors 
which may have arisen from flaws in previous surveys, in- 
cluding Barfield and Morgan's, while a second impetus 
developed from a concern about the conceptual basis of 
previous studies. 

The Quinn findings about the early retirement decision 
both confirm and alter some earlier conclusions. Both health 

19. Richard Burkhauser, "The Early Retirement Decision and Its Effect on Exit from the 
Labor Market, ** unpublished Ph.D. Dissertation, University of Chicago, 1976. 

20. J.F. Quinn, "Microecnnomic Determinants of Early Retirement: Cross-Sectional View 
of White Married Men,** Journal of Human Resources 12 3 (1977), pp. 329-346. 
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and early retirement eligibility were found to be important 
determinants in the decisions and, equally important, there 
was found to be substantial interaction between these two 
major determinants. According to Quinn, the flow of asset 
income is significant and its significance is greater with in- 
dividuals in poor health, just as those individuals are more 
likely to accept pensions and retire early. The income realiz- 
ed from pensions as well as other sources appears to be more 
closely correlated with decisions made by those in middle- 
income ranges than with decisions made by those at either 
the low or the high end of the range of incomes. Although 
this sensitivity is important within this income range, it 
declines at either end of their income spectrum for different 
sets of reasons. Quinn's study also assessed retirement prob- 
abilities with respect to situational and attitudinal variables 
studied by others. Retirement probabilities are lower in tight 
labor markets, compared to those sections of the country 
where the markets are less restricted. This finding suggests 
that earlier findings may not have correctly assessed how 
workers respond to tight markets at different times. In con- 
trast to Pollman and Johnson's conclusions that early retire- 
ment was not significantly associated with undesirable work 
(an understandable conclusion in a study where the group 
observed, the UAW workers and retirees was relatively 
homogeneous), Quinn found that undesirability of a job did 
associate positively with the early retirement decision in this 
national sample and that this positive association was in- 
creased considerably in those who reported ill health. While 
noting that it is not possible to extrapolate such cross- 
sectional data,Quinn does suggest that some generalizations 
can be made over time and that these indicate that changes in 
public and private pension programs as well as the interac- 
tions between them do have significant labor force ramifica- 
tions. Therefore, if there are macroeconomic concerns of the 
sort discussed by Kreps though largely ignored by workers in 
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the early retirement research area, policym, would be 
well-advised to restrain initiatives to lower the eligibility 
for social security benefits on a wholesale basis. Extending 
disability would, in Quinn's view, meet sonic ot the objec- 
tives early retirement is designed to achieve while suppressing 
the negative impact of large-scale withdrawal of able-bodied 
persons from the labor force at younger and younger ages. 
The Quinn study is valuable, not only for the critical view it 
takes of previous work, and for the high quality and careful 
presentation of its own findings, but for its demonstration of 
the complexity of the research problem at hand. 

More recently, Barfield and Morgan returned to their 
UAW workers, moved in part by the questions raised by the 
first study, in part by the changes which have taken place in 
the economy over the past decade, and partly in response to 
concerns about planning retirement.^' In a later section, at- 
tention will be devoted to the emerging retirement planning 
orthodoxy which is closely connected to the development of 
educational opportunity for older Americans. Apostles of 
this orthodoxy appear to imagine candidates for early retire- 
ment as persons well-acquainted with their postretirement 
prospects at least as far as finances are concerned. Barfield 
and Morgan found that such a large number of UAW 
members professed ignorance of the amount of retirement 
pension they could expect that it was impossible to use this 
measure in the data analysis- Historical experience turned 
out to be very important to the early retirement decision in 
this study. Not only does growing up in the Depression or 
living through a recession seem important, but the numerous 
ways in which people experienced these hard times appear 
crucial to retirement discussions. Although it is necessary to 
keep in mind that the Barfield and Morgan study sample is 
relatively homogeneous and that the results ought not to be 

21. Richard Barfield and James Morgan, **Trends in Planned Early Retirement," Geron- 
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magnified or extended, it was claimed that low income was 
significantly associated with early retirement, contrary to ex- 
pectation. This low income reflects, for many, long term 
employment difficulties. Escape into early retirement, in un- 
comfortably straitened circumstances, may not differ ap- 
preciably from annual incomes reduced each year by periods 
of unemployment. 

A further association, not with income or income level, 
appeared significant. Marital status mattered for UAW 
members. Single men were much more likely to retire early. 
Among married men, those who are comparatively young or 
who expect additional pension income from one source or 
another are more likely to report that they plan early retire- 
ment. Married women report such plans when there is a high 
family income, no mortgage payments, and no commitments 
to children that would be carried on to the postretirement 
years. 

This study is, of course, more specific than the earlier 
UAW studies, and from it a nrore complex picture emerges 
of the possible early retiree. Given the relatively narrow spec- 
trum of persons available in the UAW membership, those 
with low incomes, those with troubled work histories, and 
those with no responsibilities tend to retire or to plan on do- 
ing so. Those with resources besides pensions, for example 
income of other family members, and without significant 
financial responsibility also plan to retire early. But even 
within that latter group, it is clear that planning to retire and 
planning for retirement in a specific financial way are not the 
same thing. 

In an unpublished study, Berman and Holtzman" studied 
yet another UAW group, this time the members of the local 
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at the Fiat-Allis Construction Machinery plant in Spring- 
field, Illinois. In this case, on January 1, 1978, anew pension 
plan went into effect which eliminated reduced payments for 
early retirees. In addition, a formula for eligibility which 
combined age and length of service was replaced by a provi- 
sion based on years of service only. Of the 2,000 workers in 
this plant, 324 individuals immediately became eligible for 
early retirement when the contract became effective, and of 
tb^s number, 73, or 23 percent, of those eligible actually did 
retire. All workers choosing early retirement would receive 
the same amount — $650 per month — until they reached the 
regular retirement age of 62. At that time, social security 
benefits would take effect as well as the regular pension 
payments based on grade and length of service. 

In this research, the retirees were compared with a group 
which had elected not to retire. Several interesting results 
emerged from this set of interviews. On average, retirees 
tended to oe a little older than non-retirees, although the dif- 
ference was not statistically significant. Retirees had fewer 
years of formal education. Early retirees tended either to 
own their own homes free and clear or to be renters more 
than the non-retirees who tended to have mortgages. Retirees 
reported that they had fewer retired friends than the non- 
retirees although there was no difference between the two 
groups in the extent to which they reported that their retired 
friends either v/ere or were not satisfied with retirement. This 
study revealed no association between the early retirement 
decision and marital status or number of children living at 
home. Neither did any differences emerge between retirees 
and non-retirees relating to financial status, including having 
regular outside work, receiving additional income from 
family members, or having the responsibility of making a 
contribution to some family member's livelihood. Further, 
there appeared to be no significant difference between the 
two groups with respect to community involvement, volun- 
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tary associations, or friendships. It may be significant that 
one question did discriminate between the two groups. Peo- 
ple who had decided not to retire perceived that they were 
better off than they had expected to be when they left school 
many years before, while those choosing to retire early 
thought that they were just about as well off as they had ex- 
pected to be. It is difficult to conclude anything on so little 
evidence, but it is possible that a sense of achievement 
beyond expectation might prove to be an incentive to con- 
tinue in a life pattern which had been satisfying. 

A positive association was found between one indirect 
health indicator, the perceived necessity for limiting some ac- 
tivity because of health, and the early retirement decision. 
Leisure activities and participation in them did not differ 
from one group to the other. The financial status of those 
who chose early retirement was, on the average, a little lower 
than the average income of those who chose not to retire, an 
inverse relationship which the authors indicate is contrary to 
the early findings of Barfield and Morgan— although it 
agrees with the results of the second Barfield and Morgan 
study. Quinn's study indicates that a positive association be- 
tween income, and assets as well, exists strongly only for 
middle income early retirees. 

Understanding of the early retirement decision and its 
relationship to income across groups is limited because most 
information has come from a narrow range of blue-collar 
workers and studies based on large national samples have 
only just begun to investigate the relationship between in- 
come level and the early retirement decision among other in- 
come and occupational groups. Moreover, contextual 
variables such as the state of the economy at the time of the 
study may have significant influence upon such decisions 
which only large-scale longitudinal studies will reveal. 

One objective of the Herman and Holtzman research was 
to validate and complete the typology of the voluntary early 
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retiree— a typology including such elements as the ownership 
of a home free and clear, the completion of responsibility for 
children, relatively good health, considerable job satisfac- 
tion, extensive involvement in leisure and community ac- 
tivities, and possibilities of extending moonlighting to 
postretirement work if necessary or desirable. This idealized 
picture probably owes more to the wishful thinking 
characteristic of retirement planners than to what the 
literature, sparse as it is, really reveals. Moreover, it is possi- 
ble that the conceptualization is also contaminated a little by 
the generally positive experiences associated with the groups 
who were at one time almost the only early retirees — military 
personnel who have for many years gained substantial pen- 
sions, as some civil servants do, based chiefly on grade and 
length of service rather than age. Such early retirees, in- 
vestigated at some length by Biderman,^^ often undertake 
second careers with the financial security necessary to obtain 
retraining and assistance with job search. Both these early 
retirees and the idealized picture of early retirees differ from 
the less favorable picture of the typical early retirees at Fiat- 
Allis. Generally, the Fiat-Allis retirees were less advantaged 
than non-retirees. With fewer years of education, lower in- 
come, and more health problems, this group of retirees 
would be less likely to ''enact the retirement role" suc- 
cessfully, in the words of Atchley,^^ than their non-retired 
associates. Moreover, the psychological measures used in- 
dicate that the early retirees had more negative affect, higher 
anomia, a relatively external locus of control, and a lesser 
degree of achievement of life expectations. High achieve- 
ment of life expectations is a strong predictor of lifelong 
satisfaction in retirement. 
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Since it is not likely that new, broadbased studies 
dedicated exclusively to the determinants of early retirement 
in all the populations will be undertaken, it is appropriate to 
conclude this discussion with some reference to the analysis 
of early retirement provided by Parnes.^^ This longitudinal 
study of the labor market experience of men provides a body 
of data readily available in good condition to research 
workers who wish to perform secondary analyses. The con- 
ceptual framework used by Parnes for devising their design, 
collecting information, as well as analyzing and interpreting 
data, presents five sets of factors as influential in determin- 
ing whether an individual will or will not choose early retire- 
ment. These factors are financial need, financial resources, 
ability to work, economic and noneconomic rewards of 
work, and relative preference for leisure over income. Few 
surprises can be found in these data. Clearly the availability 
of benefits was of great significance in the decision to retire 
early, and the author notes that his conclusions are, on 
balance, similar to those reached by Barfield and Morgan in 
the early study. Moreover, Parnes points out that there was 
an increase of 10 percentage points in intention to retire early 
within a group questioned in both 1966 and in 1971. Despite 
the emphasis on attitudinal factors, he ascribes most of this 
increase in intention to the increasingly liberalized benefits. 
Few early retirees show labor market activity after retire- 
ment, indicating, by indirect measures, preference for leisure 
over income and the perceived lack of noneconomic rewards 
for work. According to Parnes, attitudinal factors are im- 
portant because this labor market inactivity does not vary 
with health status. It is important to note that this study 
stresses the impossibility of arriving at appropriate conclu- 
sions about reasons for retirement by relying exclusively on 
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attitudinal measures, since there is a great deal of ambiguity 
in the meaning of a whole range of terms, including the 
meaning of ill health. 

There are three groups of early retirees. The voluntary ear- 
ly retiree in the Parnes study is male, in his fifties, in relative- 
ly good health, with financial resources to meet his own 
needs and those of his dependents. The voluntary retiree can 
take full advantage of early retirement benefits and is 
prepared to enact the retirement role. 

The involuntary early retiree can be one of several types. 
Obviously those who retire early because of ill health as well 
as those whose jobs are eliminated, the Packard workers 
Aiken, Ferman and Sheppard" studied, belong to this 
group. But more recent studies suggest that a third group of 
early retirees, not precisely involuntary yet not truly volun- 
tary either, can be identified.^' Some of the Fiat-Allis 
workers were clearly of this type, the unprepared early 
retiree. While it is true that the development and extension of 
the early retirement option has been a distinct advantage to 
voluntary and involuntary retirees, questions remain about 
how and why early retirement is chosen by persons in this 
third category of unprepared retirees. These questions are 
important because the factors which influence the early 
retirement decision have a major impact on the postretire- 
ment experience. 
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Chapter 3 
The Early Retirement 
Experience: Individual Outcomes 
and Social Consequences 

The early retirement experience begins during the process 
of decisionmaking about labor force withdrawal. There are 
three categories of persons entering upon the experience: 
those for whom the decision was voluntary; those for whom 
retirement was involuntary whether for reasons of health or 
inability to obtain and retain employment; and another less 
obvious group of persons, those not actually forced to retire 
by ill health or unemployment who appear to choose early 
retirement as the least negative option open to them. 
Whether the retirement decision of this last group is com- 
pletely voluntary or not, they appear to be less prepared for 
retirement than voluntary early retirees and in some senses 
resemble involuntary early retirees. 

Approaches to Retirement Research 

Research concerning the early retirement experience is bas- 
ed, whether explicitly or not, on the notion that intervention 
is one product of research. Thus far, there appear to be two 
intervention-oriented perspectives from which the retirement 
experience has been viewed. 
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One major approach to the study of the postretirement ex- 
perience might be called the **unemployment-outcome'' ap- 
proach, which often assumes negative outcomes for all early 
retired populations, regardless of whether the early retire- 
ment is freely chosen or not. It generally expresses surprise 
when the negative outcomes do not appear on schedule. 
Another major approach relies little on the traditional genres 
of labor market research and stresses a life cycle perspective. 
Despite protestations to the contrary, this approach, heavily 
favored by planners and educators, tends to assume freely 
chosen early retirement, and reacts with astonishment at the 
intransigence of its data on lower-income involuntarily 
retired persons. However, before any suggestions can be 
made about a more appropriate synthesis designed to pro- 
vide a conceptual basis for future study, it is necessary to 
draw together this iesearch, to examine the validity of the 
conclusions reached, and to move beyond the constraints im- 
posed by these implicit assumptions. 

Let us first consider the **unemployment-outcome'' style 
of early retirement research. The correlation of unemploy- 
ment, in itself or as one factor in large-scale economic 
change, with negative physical and mental health conse- 
quences, has its foundations in Durkheim's study of suicide." 
The proposed connection between macroeconomic events 
and individual experience has been investigated by 
economists, sociologists, and social psychologists for the 
past 80 years, but only recently has the correlation been firm- 
ly established by the works of Brenner, Catalano and 
Dooley, Cobb and Kasl.^ Although many aspects of the cor- 
relation are still debated and while fundamental questions 
are still raised, the connections between unemployment and 

1. Emile Durkheim. Suicide, translated by J. A. Spaulding and George Simpson (Glencoc, 
IL, 1951). 
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KasI and Catalano and Dooley. in L.A. Ferman and J. P. Gordus. Mental Health and the 
Economy (Kalamazoo, 1979). 
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negative physical and mental health indicators have been so 
clearly demonstrated that what might be called an 
* 'unemployment-outcome" approach for retirement has 
either been explicitly adopted or implicitly assumed in 
numerous research studies on retirement. Since retirement, 
early or late, is a transition with enormous impact on all 
aspects of the retirees' lives, it is not surprising that observers 
have hypothesized that similar negative mental and physical 
health outcomes would follow upon retirement, especially 
retirements in which a certain amount of economic depriva- 
tion is encountered. 

Retirement and Physical Health Outcomes 

An intervention strategy normally associated with negative 
unemployment outcomes would stress programs which 
would provide phased and partial withdrawal from the labor 
force, assistance with retention or re-entry to the labor force, 
or some combination of the two. 

The life-cycle approach to retirement research regards that 
latter portion of life in which leisure replaces work as a nor- 
mal rhythm of life. There should be little that is disruptive 
about this change unless poor health or economic depriva- 
tion must be endured. Atchley maintains that the transition 
from work to retirement can be smooth, that self-respect 
may suffer if income drops drastically, but that **as retire- 
ment becomes more an expected part of the life-cycle, work 
may be seen as a temporary phase of life than the dominant 
life function for many people."^ Interventions associated 
with this approach would emphasize planning for retirement 
and the availability of a wide range of leisure programs for 
retired persons. Educational programs, both for the plan- 
ning as well as continuing education for leisure, are 
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developed to assist with the transition from work and to pro- 
vide a type of work-substitute activity. 

An early study designed to test the hypothesis that retire- 
ment itself is a stressful event likely to have deleterious con- 
sequences leading perhaps to death depended upon military 
data for Army and Air Force officers who retired between 
1925 and 1948/ In this 1955 study, McMahan and Ford 
divided the group studied into cohorts according to age-at- 
retirement. These groups spanned the early-retirement spec- 
trum and went beyond it; the groups were aged 50-54, 55-59, 
60-64, and 65-69. The retirement period for each group was 
itself divided into three five-^^ear segments. The rationale for 
this categorization was ti-at the stressful aspects of retire- 
ment would be found in the first five years after retirement. 
However, in no age group were there any significant in- 
creases in mortality for the first five year period over any 
other five year period after retirement. This study has several 
interesting aspects. For the period in which it was done, it 
was an unprecedented study of early retirees, since military 
personnel were one of the few groups in American society to 
whom early retirement was not only possible but even man- 
datory depending upon rank. Moreover, retirement was ex- 
pected. Even in those cases when retirement was mandatory 
after failure to achieve a certain rank, the retiree knew 
several years in advance when his retirement would take 
place. To some degree, these retirees were also provided with 
sufficient resources to live comfortably without work; they 
also, in many cases, had acquired skills in the military which, 
either with or without additional training, prepared them 
well for second careers. 

Shortly after the military study, an investigation of the 
health status of retirees was undertaken by Tyhurst, Salk, 
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and Kennedy/ This study involved employees in the com- 
munications industry, before, after and up to fifteen years 
beyond retirement. For many of these workers, retirement 
was at the usual age of 65, although some had retired earlier. 
The study was a combination of archival research in the 
health records of the employees and survey research with a 
series of questions about adjustment and health. Although 
some retirees in the sample of 257, about 25 percent, 
reported some difficulty adjusting to retirement, the majori- 
ty of all retired persons in the sample reported good health 
status. Moreover, comparison with the health records in- 
dicated that subjective feelings of health improved after 
retirement. 

Retirement and Mental Health Outcomes 

A more specific mental health correlation study was con- 
ducted by Lowenthal and Berkman in San Francisco shortly 
after the Tyhurst, Salk, and Kennedy study. ^ Although this 
research was carried out in 1960-62, it was not published un- 
til 1967. The study does not specify early retirement, but its 
findings have indirect implications for early retirement. 
Retirement, it was found, is significantly associated with 
mental and emotional impairment if other "deprivational 
factors" are present. Such factors include low 
socioeconomic status, low level of social activity, and poor 
physical health. The measures of mental impairment used in 
this study included the subjective reactions of the inter- 
viewer, a rather complex and carefully constructed instru- 
ment designed to provide more objective measures, plus a 
number of tests designed to test cognition, short term 
memory, and long term memory. It was not an intention of 

5. S.A. Tyhurst, J.E. Salk, and D.E. Kennedy, ''Mortality, Morbidity, and Retirement," 
American Journal of Public Health 41 3 (1957), pp. 1434-1444. 

6. M.I. Lowenthal and P.M. Berkman, /l^m^ and Mental Disorder in San Francisco iSan 
Francisco, 1967). 
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this research group to suggest that, in some cases, persons 
comparatively "deprived" were more likely to be retired, 
and therefore more likely to be present in their study sample. 
Consequently, the emphasis of this work is not the sequential 
association of retirement with decay, characteristic of the 
''unemployment-outcome" model. In fact this work 
challenges the utility of that model, albeit implicitly. 

A major study extending over a substantial period in the 
late 1950s and early 1960s was reported by Streib and 
Schneider in 1971.' This was a large sample of about 2,000 
persons, of whom about 500 (25 percent) were women. Un- 
fortunately, no early retirees were included in this group. 
The duration of the study was such that interviews were done 
before, at the time of, and after retirement. A wide range of 
factors was considered in this study. The results of this 
research indicate that the physical and mental health of all 
cohorts in the study declined just a little, although com- 
parisons between sample members still working and those 
who were retired and a little older did not reveal any signifi- 
cant differences. Moreover, when failing health was iden- 
tified, the subjects did not attribute it to retirement, or more 
specifically to any perceived difficulties or objective cir- 
cumstances clearly associated with retirement. 

This selection of studies gives a very clear idea of how 
retirement had come to be regarded by the 1960s. Providing 
that there was adequate planning for retirement, retirement 
itself was not to be regarded as a stressful transition, or at 
least not significantly so. It appeared, therefore, that retire- 
ment could actually improve health and well-being, or at 
least improve the retiree's perception of his condition. 



7. G.F. Streib and CJ. Schneider, Retirement in American Society (Ithaca, 1971). 



Early Retirement Experience 5 1 



Research in the Early Retirement Experience 

The next important step in the study of retirement, and the 
first real study of early retirement then appeared.' Although 
Barfield and Morgan's work on the early retirement decision 
has been analyzed at length, the results of the other major 
portion of the work, on the retirement experience, should be 
discussed at length in the context of other works on the 
retirement experience. The populations studied were work- 
ing and retired persons chosen in a national sample study 
combined with a study of working and retired UAW 
members. The proposition put forth at the outset was pro- 
vocative and important. Barfield and Morgan argued that 
studying early retirees was important because they were in 
the vanguard — that early retirees in the late 1960s would 
resemble ''regular" retirees a decade later. Barfield and 
Morgan suggested that at the time, 1966-68, most retired per- 
sons had a lower level of formal education than their 
younger co-workers. Moreover, many older retirees at that 
time had neither social security nor private pensions, and 
that consequently, they existed as retirees at a level of 
deprivation which would not be characteristic of retirees a 
decade or more later on, as the more educated, affluent, and 
pension-covered groups began to retire. For the national 
sample, there was a clear inverse relationship between age 
and postretirement income. Such a relationship undoubtedly 
reflects the fact that those with very high preretirement in- 
comes decided to retire, although this is only measured in- 
directly in this survey, through surrogate measures such as 
occupational status and educational level. In both samples, 
there was little suggestion of straitened circumstances; most 
people in both samples, over 65 percent, claimed to enjoy 
about the same standard of living, while about 34 percent 



8. Barfield and Morgan, Early Retirement. 
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claimed that their retirement standard was lower than their 
preretirement standard of living. It is significant also that 
persons who retired when they had planned to do so had 
higher postretirement incomes on average than those who 
reported that they had not planned. Moreover, those who 
planned retirement worked for money after retirement far 
more often than those who retired unexpectedly; this 
association is closely related to ill health reported by many of 
those who retired more or less unexpectedly. 

To some degree, the findings validate the initial proposi- 
tion that early retirees in the 1960s would resemble regular 
retirees a decade later. Two groups of persons in both studies 
had low incomes; those who were older and those who had 
retired later and unexpectedly. This grouping suggested 
strongly that earlier retirement, alleged to be associated with 
higher educational status and therefore indirectly preretire- 
ment income level, did indeed correlate with higher educa- 
tional achievement and therefore indirectly with income. 
Clearly, declining health was an important part of the deci- 
sion to retire and it continued to be an important factor 
limiting satisfaction with retirement. Of those studied, 75 
percent of the respondents in both groups professed 
themselves satisfied with retirement, while the 25 percent 
who were less satisfied or dissatisfied indicated that health 
played an important part in their problems. Respondents did 
not attribute poor health to the loss of the work role. 

The Barfield and Morgan early retirees can be viewed 
retrospectively as a fortunate group. Those who had not 
cited ill health as a reason for retirement and who did not ex- 
perience it during the course of the study seem to be that 
ideal type of early retiree Herman and Holtzman were to en- 
vision a decade later.' One important point to remember is 



9, Berman and Holtzman, **Early Retirement Decisions." 
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that, at this stage, most retirement provisions of the type 
which the UAW was advocating did not yet provide disincen- 
tives for re-entry into the labor force. In some sense, this was 
an elite group whose presence on the pension rolls was 
perceived as neither a threat to a labor force they might re- 
enter nor to the national retirement resources to which they 
would no longer contribute. Further, several years were to 
elapse before inflation would make such inroads upon retire- 
ment incomes and a few more would pass before this inter- 
connection between rapid technological change, early retire- 
ment, and eroded pension payments would be brought to na- 
tional prominence. 

It was a combination of these factors that led Barfield and 
Morgan to return to their study group in the UAW after a 
decade. 

About 75 percent of the retirees interviewed by Barfield 
and Morgan in 1968 reported that they were saiisfied with 
retirement. In 1976, only 56 percent of the retirees indicated 
they were "satisfied" or "very Sc!'isfied."^° Lack of satisfac- 
tion correlated with both health and economic problems. No 
posvrive correlation between early ^jtirement itself and lack 
of satisfaction was found, but it is significant that a group 
who had retired as early as tliey were able to were less 
satisfied with retirement than tliose who were eligible but 
had waited. No clearcut reasons emerged about this finding, 
although ii is quit: possible that in this grou,^ Barfield and 
Morgan did isolate a groui .vhose coniparative lack of ad- 
justment may have been rei^ited to the loss of the work role. 
However, it is also possible that some of the problems 
reported were not apparent at an earlier date but had been 
present and unacknowledged before early retirement and 
may in fact have contributed in som.e way to the decision to 
retire as early as possible. Moreover, one might question 

I- Barfield and Morgan. **Planned Early Retirement." 
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whether some of those retirees had had incentives beyond the 
financial ones for retirement, whether blocked opportunity, 
some supervisory pressure, plus psychological vulnerability 
to suggestion might have prompted a decision which might 
otherwise have been delayed. 

However, the later Barfield and Morgan work had been 
preceded by an important study by Peretti and Wilson which 
examined the psychological consequences, not of early 
retirement per se, but of voluntary and involuntary retire- 
ment between the ages of 67 and 70.*' The survey was made, 
and extended by less formal, open-ended interviews, of two 
groups: voluntary and involuntary retirees. The groups were 
matched according to age, income, and years of retirement. 
All were selected to be in good health. Factors which were 
examined included emotional satisfaction and stability, self- 
image, sense of usefulness, and the extent and quality of in- 
terpersonal relationships. Over all the independent variables, 
the results were constant in that the voluntary retirees ex- 
pressed more satisfaction, indicated more stability, revealed 
that they held better self-images, and felt more useful than 
the involuntary retirees, as might have been expected. In- 
voluntary retirees reported less satisfaction with retirement 
and reported more emotional problems, and it was clear that 
periods of depression were much more common among the 
involuntary retirees. A major contribution by Peretti and 
Wilson was a research design which controlled for preretire- 
ment mental health factors. Previously, the onus was placed 
upon early retirement itself as either an indicator of poor 
health, even in the absence of direct evidence of correlation, 
or as a stressful work-role transition which either exacer- 
bated existing physical or mental health problems or provok- 
ed new ones. In the light of this work, it is very risky to im- 

11. P.O. Pereiii and R.C. Wilson, *'Volumary and Involuntary Reiiremeni and Their Ef- 
fects on Emotional Satisfaction," International Journal of Aging and Human Develop- 
ment 6 2 i\915). pp. 131-138. 
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plicate early retirement in this process although unemploy- 
ment, even called by other names, has for older workers the 
negative physical and mental health outcomes which have 
been firmly established. 

It is instructive to compare this study'with a much later 
analysis by Haynes, McMichael, and Tyrsler of survival after 
early and normal retirement.'^ In this research, which is a 
retrospective study comparing the mortality rates of two 
cohorts of retired rubber workers. Group I were normal 
retirees of age 65 and Group II were early retirees, aged 
62-64. The early retirees. Group II, exhibited increased mor- 
tality rates compared with a group of subjects who worked 
during that same age span. The higher mortality rate of early 
retirees appears to be correlated with health before retire- 
ment, specifically the last two years before retirement. The 
normal retirees did not show any increase in mortality rates. 
This finding suggests that preretirement health status, not 
retirement — either early or regular — is more significant for 
postretirement health status than the stress induced by the 
change from work to retirement. 

Sociologists have not been alone in the demythologizing of 
retirement, early or late. While it is always difficult to 
associate findings from psychiatry or clinical psychology 
with broad sociological studies or the epidemiological kind 
of studies done by public health research groups, the 
psychiatric literature resounds with affirmation of some of 
the social science findings. An excellent example of literature 
review plus medical observation, so characteristic of the 
magisterial school of psychiatric writing, appeared in 1976. 
A.R. MacBride referred to retirement generally and did not 
reflect upon early retirement, but his conclusion, based on 
an exhaustive literature review, is simply that the common 



12. S.G. Haynes, A.J. McMichael, and H.A. Tyrsler, **Survival After Early and Normal 
Retirement," Journal of Gerontology 33 2 (1978), pp. 269-278. 
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conception that retiroinciit is a time of physical ilhicss and 
psychosocial maladjustment is an assertion which has not 
borne up under the weight of investigational evidence, taken 
in various disciplines through a variety of techniques." If 
that common misconception has a source, it is probably a 
combination of incorrect intuitions added to occasional 
striking case histories. Indeed, most good modern studies 
show the reverse; retirees benefit from retirement both 
physically and mentally, providing their health is adequate to 
begin with, their retirement is a chosen option, and that their 
resources are adequate for an acceptable style of life. 

Debatitifi Early Retirement Policies 

Two articles, appearing in the same journal within a year, 
are now dated since they appeared nearly 15 years ago, yet 
they illustrate the two types of approaches to early retire- 
ment research and policy development mentioned earlier. 
Merton Bernstein, arguing against early retirement, adopts a 
labor force perspective and his points reflect that economic 
orientation. Bernstein says that even when pensions are 
very good, they replace only about 50-60 percent of the 
working income, and early retirement options decrease that 
percentage still further. Moreover, he adds, retiring early 
decreases social security benefits and the entire arrangement 
adds costs for employers. Not all these arguments hold more 
than a decade later; many pension benefits have been arrang- 
ed to equa. "normal" benefits until social security begins 
and to decline thereafter. Further, it is certainly possible that 
early retirement can, in some instances, be profitable to 
management; it is surely not always a burden. However, 

13. A.R. MacBride, "Retirement as Life Crisis: Myth or Reality." Canadian Psychiatric 
Association Journal 21 8 (1976), pp. 547-556. 

14. M.C. Bernstein, "The Arguments Against Early Retirement," Industrial Relations 4 3 
(1965), pp. 15-23. 



iiarly Kclircincni Experience 57 



Bernstein's arguments, although dated, take on validity 
because of the effects inflation has had upon what had seem- 
ed to be modest though adequate early retirement pension 
payments. 

Bernstein also notes that pressures, rather than incentives, 
probably account for many early retirements and persons 
retire at the urging of management or unions to make place 
for younger entrants to the labor market although they 
would prefer to continue working. The reasons for wishing 
to remain on the job are not solely economic; a good deal of 
a person's social role is tied to his work role. Finally, Bern- 
stein argues, it is not at all clear that this move toward early 
retirement will make more jobs available; if jobs once 
vacated close down without being filled by younger workers, 
this represents a net job loss. In the process, industry has lost 
an experienced worker. 

Bernstein then presents a number of alternatives to early 
retirement including retraining programs and schemes for 
channeling resources now used for early retirement benefits 
into the promotion of job security. Finally he suggests, but 
does not elaborate upon, the scheme of partial-employment 
partial-retirement plans. This analysis and the recommenda- 
tions following from it betray a certain lack of regard for 
management's ability to retain valued employees, to ter- 
minate less valuable workers, and to know the difference 
between the two. However, the underlying sentiment and ra- 
tional is very clear; incentives should be offered and oppor- 
tunities presented for persons to remain productive in the 
labor force. An incentive system should not be developed to 
drain workers out of the labor force since the welfare of in- 
dividuals and the health of the economy are dependent upon 
continued employment, not increased early retirement. 
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A slrikiiig coiUrasi with Ihis view is rouiul in Charles 
Odell's argument Tor early reliremenl." In Odell's view, 
several Taclors account Tor the rise of early retirement. Im- 
proved bcneHts, disability benelits and special retirement 
provisions are the financial inducements he noted. Other lac- 
tors loom very large, however; union programs for retired 
members on the national or international level, the develop- 
ment of older and retired workers' departments in unions, 
senior citizen centers, programs and activities sponsored by 
union locals, and retirement education programs are very 
important. To these, Odell added the provisions of the 1964 
UAW agreements and the development of automation. 
From the perspective of a former union staff member 
specializing in programs for retired workers, the arguments 
for early retirement are less than half concerned with labor 
force problems, and a great deal of emphasis is laid, not 
upon the good things that retirement can bring workers, but 
on the function of social programming for a group of union 
members. 

Both the Bernstein and Odell articles were first presented 
at an early retirement conference, and another article 
originating at that same conference presented by Melvin Bers 
survives the changes which have taken place during the in- 
tervening years much better.'^ Bers notes that unions had on- 
ly recently begun to favor early redrement or mandatory 
retirement schemes and this change is related almost ex- 
clusively to the demographic shifts that have produced a 
tight labor market. In order to survive, unions must adapt 
and often that adaptation must take the form of pensioning 
off older workers, thus reducing factions and their power. 
At the time Bers wrote, early retirement was one of the few 

15. Charles E. Odell, "The Case for Early Retirement," Industrial Reiations 4 3 (1965), 
pp. 2402. 

16. Melvin K. Bers, "Equity and Strategy in Union Retirement Policy," Industrial Rela- 
tions 4 3 (1965); sec also Max D. Kossoris, "Early Retirement: An Overview," Industrial 

3 (1965), pp. 33-41. 
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issues upon which managcmcnl and labor could agree, 
although for very dirierenl reasons. Not only does Hers' ap- 
proach 10 a national employment problem differ in emphasis 
from most of the other early studies of early retirement, but 
the absence of an underlying intervention strategy sets it 
apart from those studies which arc oriented toward the social 
or planning side of retirement studies. 

Planning and ProKramminpi for Early Retirement 

Even Barfield and Morgan had indicated in their second 
UAW analysis that they had thought that planning might be 
important/' Their first important finding in that resurvey 
was that their respondents had a very poor notion of what in- 
come they would have after retirement, even when that 
retirement was imminent. The term ^'planning" in the retire- 
ment literature is ambiguous. Sometimes, as in Barfield and 
Morgan, it means what the individual considering retirement 
has in mind for the future, how the available resources are 
accounted, and how it is expected that changes in lifestyle 
will be made most conveniently. Planning also can mean 
those services offered to the person intending to retir ^ 
eligible for early retirement by a whole host of agemiL 
unions, community groups, and local institutions. 

Each of these major sectors has a special interest in older 
Americans. Obviously, labor unions have concluded ar- 
rangements with management for early retirement benefits 
for older workers, and have adopted a strategy that dictates 
encouragement of early retirement among union members 
for the sake of the union itself. Therefore labor unions have 
a special interest in providing planning services and special 
sessions which could, and the literature indicates certainly 
do, facilitate a decision to retire early among previously un- 
committed participants.^* In periods where economic growth 

17. Barfield and Morgan. ''Planned Early Retiremenl." 

18, e.g.. Barfield and Morgan, Early Retirement 
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is slow, unions will continue to cniphusi/c the henefit side oT 
the wage-benelit package and benefits are often an impor- 
tant target for reduction demands on the part of manage- 
ment in the next round of bargaining. In fact, in at least one 
instance, a major union which seemed a luMiefit for its 
members mounted a major campaign to inform members 
about the benefit and to urge its use so that it would not be 
subject to criticism and withdrawal for lack of use.''' 

In an earlier section, mention was made of the Older 
Americans Act of 1965. The implementation of this legisla- 
tion at the local level has created a kaleidoscopic set of pro- 
grams and centers for senior citizens and retired persons. 
Some are free-standing while others either provide or are 
subject to coordinating efforts among municipa!, county, 
and state organizations. Moreover, funds flow from several 
federal sources and a wide range of local authorities as well. 
For reporting purposes, careful counts are made of persons 
availing themselves of the services offered by these groups. 
Continual growth is important for the maintenance of many 
programs. These programs are geared, by statute or by con- 
stituency, to the needs and interests of older persons, most 
often post-65 retirees, or even 70 year olds, providing 
assistance with health and legal issues, recreation, education, 
and travel opportunities. In these programs, practitioners 
observe on a daily basis the problems encountered by older 
Americans who have not, for one reason or another, been 
able to plan for their retirement. In response, such agencies 
often reach out to the preretirement population so as to serve 
better their clientele by serving them earlier. 

Educational institutions have become particularly active in 
the area of gerontology. In order to use buildings which have 
been or are being emptied by the decline of the birth rate, 

19. Use by the outpatient psychiatric care benefit was stimulated by arrangements made 
with community mental health centers. Letter from Judson Stone, Director, Six Area 
Coalition. Private communication, Sylvester Coleman. 
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school (list rids have come oinphusi/c lulull ediiculion and 
conliiuiiiig educadon aclivilios. II is lux umisual to see a 
local orrice oT ihe Ul\W AC'IMON program, Ihe Kellretl 
Senior Volunleer IM'ogram (USVP), sihialed in a huilding 
which had heen an elemenlary school, irolomonlary schools 
can provide allernalive uses lor iheir hiiildings, secondary 
schools can provide a whole range of courses. Very oTIcmi 
such courses are available for a nominal fee or even Tree of 
charge Tor persons who are 55 and retired or 60, retired or 
not. The linkages have become even more numerous in many 
jurisdictions between local community colleges and senior 
groups as well as individuals. Once again, many states pro- 
vide to the institutions a tuition waiver for older retired 
students, and community colleges that depend upon a declin- 
ing pool of traditional-age applicants for their student body 
and whose enrollments are therefore declining reach out to 
this senior population. For example, subsidized meal pro- 
grams for senior citizens also have a programmatic element 
and senior citizens who go to a center daily for a meal are, in 
some sense, a captive population for instruction. Many 
postsecondary educational institutions mount large pro- 
grams in community centers, senior clubs, and even retire- 
ment housing. Most of these institutions also develop 
preretirement planning programs and courses which serve 
the dual purpose of providing service to older Americans 
while bolstering declining enrollments by recruiting new 
students. There can be little doubt that many of the services 
provided by these institutions are of value to retirees and 
their communities, but it would be idle to pretend that in- 
creasing numbers of retirees are not essential to the preserva- 
tion and growth of these new or transfered service systems. 
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Life-Cycle Early Retirement Research: 
Planning and Program Development 

An early study done at the University of Oregon in 1969 
was composed of two nnail surveys, one to companies inquir- 
ing about their early retirement benefits and policies and 
another covering individuals who had retired early. There 
are some methodological difficulties with this study, but the 
results point toward benevolent company policies and 
satisfied retirees, persons who presumably had planned to 
retire and who had found the reality of retirement not very 
different from their envisioned life of leisure. All the studies 
done in the late 1960s have in common the fact that the early 
retirees studied had not been retired long and that inflation 
was not so serious a problem as it was to become. However, 
only five years after the Oregon study, Vincent Manion, who 
had been involved in that early work discussing issues and 
trends in preretirement education, noted that retirement ear- 
ly or late appears to involve many difficulties and that our 
current methods of dealing with these problems exacerbate 
them.^* Preretirement education is virtually nonexistent, Ma- 
nion asserted, and educational opportunities for coping with 
life after work should be offered long before the age of 
retirement. To some degree, present education available to 
retirees makes retirement seem very negative, for these 
courses and special sessions are addressed exclusively to the 
problem-solving part of retirement life. The negative ought 
not to be stressed either in content or curriculum. A sugges- 
tion is made by Manion that management should take 
responsibility for some retirement preparation for employees 
by paying tuition for positive preretirement educational op- 
portunities. 

20. Mark Greene, Charles Pyron, U, Vincent Manion, and Howard Vinklevoss, Early 
Retirement: A Survey of Company Policies (Eugene, OR, 1969). 

21, U. Vincent Manion, "Issues and Trends in Pre-retirement Education," Industrial 
Gerontology 1974), pp. 13-21. 
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Another study by Malcolm Morrison also stresses the 
responsibility the private sector has for preparing employees 
for retirement and reports on a survey of blue-collar workers 
indicating that most of the respondents lacked the financial 
training and understanding to make an intelligent plan for 
retiring." Moreover, and here Morrison agrees with the 1978 
Barfield and Morgan findings, most of the respondents have 
a very unrealistic idea of what their retirement incomes and 
financial requirements will be. Since Morrison states that the 
respondents were of a ''higher socioeconomic background 
thait average," the clear implication of the findings is that a 
good fraction of those who were involuntarily retired and 
who chose early retirement as a less unattractive alternative 
to remaining in a job that had become burdensome are in no 
position to avail themselves of preretirement educational or 
planning services because they have so little ability to single 
out those conditions in the retirement decision and the retire- 
ment experience which may be crucial for them. 

When initiatives toward early retirement were just begin- 
ning, when expansion seemed a constant condition of the 
American economy, these two intervention strategies, 
benevolent reduction of the labor force and a planned, 
secure, and active retirement life seemed closely connected, 
perhaps even ordained. The approaches for investigating 
early retirement seemed to fit together as well as anyone 
could reasonably expect when one formulation dealt with the 
economic determinants of reducing the labor force and pro- 
viding subsidized early retirement while the other formula- 
tion depended upon how external changes in life states could 
conform to the stages of identity changes in individuals. It is 
true that the more economically-oriented style could easily 
be transformed into a variant of a sociological 
unemployment-outcome approach; however, the earliest 

22. Malcolm H. Morrison, "The Myth of Employee Planning for Retirement," Industrial 
Geronlohfiv (Spring 1974), pp. 23-31. 
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Studies appeared produce data which indicated that 
negative physical, psychological, and social outcomes were 
not connected with retirement as much as they were with 
unemployment. These data, of course, were drawn at an ear- 
ly stage from a relatively favored group whose benefits had 
not yet been eroded by inflation and whose early retirement 
was, after all, a subject of interest, investigation, and major 
collective bargaining initiatives. 

If the unemployment-outcome approach was, to some 
degree, invalidated by biased data which contradicted its 
premises, the life-cycle approach which favored a smooth 
satisfactory transition from one life state to another subse- 
quent to appropriate preparation also ran into difficulties. In 
one sense, Barfield and Morgan turned toward such an ap- 
proach in their second analysis only to find that those data 
were more consistent with an unemployment-outcome ap- 
proach. 

Summary 

Clearly the convenient congruity between labor force 
pressures and private fulfillment which had seemed so ap- 
parent as early retirement options were being developed and 
which seemed to bring together two different kinds of 
research agendas in so promising a fashion did not survive 
for long. In the early phase of research on early retirement, 
emphasis was placed upon the possibility that the transition 
from work to retirement might be stressful, even if 
postretirement income was adequate, just as unemployment 
is stressful. Those who studied early retirees in good health 
with adequate resources found that satisfaction levels were 
high and that the transition was smooth for many early 
retirees. The view that retirement is another phase of life, 
and that this phase should be fulfilling if preceded by 
preparation and planning, seemed most appropriate. 
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However, little if any of this research on the early retirement 
experience took place when inflation was annually reducing 
the purchasing power of pensions. While early research 
results might indicate that early retirement is not especially 
stressful, early retirement in a continued inflationary 
economy may very well become a negative experience. 

Barfield and Morgan's first study was undertaken with the 
belief that the better-educated, more affluent early retiree of 
the 1960s would be typical of retirees generally a decade or 
two later. However, inflation has already reduced the af- 
fluence of those early retirees of the 1960s. Under these con- 
ditions, the retirement experience of Barfield and Morgan's 
regular retirees may, ironically, be more relevant than they 
had expected. Early retirement may become a stressful ex- 
perience because of inflation and the interventions required 
would include retraining and job-search assistance consistent 
with the unemployment approach. 



Chapter 4 

The Future of Early Retirement: 
Research Agendas and Policy Issues 



Aging, work and retirement in American society have 
already been considered in one perspective. But despite the 
value of such a longitudinal view, especially as it 
demonstrates how and why some perceptions and practices 
arose, it is equally important to view aging, work and retire- 
ment as they are encapsulated in a social perspective. 

The Social Dimensions 
of Aging and Retirement 

There are certain social correlates to aging in any society, 
but several of them take on added importance at present.* 
Just as American society exhibits stratification along social 
lines, so there is stratification along age lines. Age stratifica- 
tion results in age inequalities, age segregation and age con- 
flict. 



I. What follows is a relatively standard analysis which follows closely the ideas in the 
Russell Sage Foundation volumes Aging and Society: Matilda White Riley and Anne 
Foner. An Inventory of Research Findings, Vol. 1 (1968); Matilda White Riley. John W. 
Riley, Jr., and Marilyn Johnson, II Aging and the Professions, Vol. 2 (1969); Matilda 
White Riley, Marilyn Johnson, and Anne Foner, A Sociology of Age Stratification, Vol. 3 
(1972). See also. Matilda White Riley, "Age Strata in Social Systems" in Robert H. 
Blinstock and Ethel Shanas. eds.. Handbook of Aging and the Sociai Sciences (\916). 
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For some age groups, mainly the young and the old, there 
is ie.ss a-^ccf .> to roles which an valued by the society at mrge 
and restricted access to the rev.ards attached to those roles as 
well as other kinds of rewards. Work and the status and 
rewards associated with a work role are currently restricted 
to persons generally between 18 and 65 years of age, and the 
upper age limit at which a person can continue to have access 
to a valued and rewarded work role is being decreased by the 
gradual development of early retirement. Obviously the in- 
equalities conferred by membership in the group into which 
a person is placed by age, irrespective of other qualifications, 
is a source of potential problems and conflict. Economic 
deprivation as a result of retirement which is more or less en- 
forced at an earlier and earlier age is accompanied by other 
losses including social esteem and associated loss of self- 
esteem. 

Age is also a criterion used to segregate one age group 
from another. The process of segregation by age begins 
almost at birth, but it is fortified by age-graded schools. To 
some degree, such segregation persists throughout the work- 
ing years, but upon retirement the special burdens of age- 
segregation reinforced by age inequalities become heavier. 
Despite the benevolent impulses which dictate a whole range 
of services to older Americans, the programs developed 
often intensify the problems already associated with age 
segregation. 

A combination of age inequality and age segregation, 
strengthened by the natural cohesion of cohorts — people 
born at the same time sharing the same historical context in a 
special way denied to those born at other times — permits, in- 
deed almost dictates, the development of age conflict be- 
tween different age groups. The intergenerational tensions 
that were so striking in eighteenth century America arose 
when older persons denied to younger persons wealth and 
power, often restricting access for younger persons to in- 
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come and esteem associated with work roles and oppor- 
tunities to move to the top in specific occupations. Current- 
ly, intergenerational tensions can reinforce the notion that 
persons older than 55, for example, are unproductive and 
should, by virtue of age, have restricted access to the income 
and valued social roles associated with work. However, 
another potential source of intergenerational tension is just 
now being recognized: the resentment that working members 
of society will feel toward those who draw from — or soon 
will draw from — the nation's retirement resources but who 
have not for quite some time, due to early retirement, con- 
tributed to those resources. Clearly an increasing trend 
toward early retirement can only exacerbate existing inter- 
generational tensions with the inevitable result that age in- 
equality and age segregation will not only continue but inten- 
sify. 

In the course of life, individuals move through a series of 
age-structured roles, and ai the times when transitions are 
being made, individuals are especially vulnerable to stress. 
Not only does the actual change to new status cause strain, 
but there is often grief associated with the relinquishing of an 
old role which intensifies the stress encountered. When an in- 
dividual adapts to a new role which is more highly valued, 
the stress is minimized. However, retirement for most in 
American society means stepping from a more valued to a 
less valued role. 

The Costs and Benefits of Early Retirement 

Early retirement, even for those who have planned their 
postretirement lives, who have adequate financial resources, 
and who are in relatively good health, has costs for early 
retirees themselves. Early retirees move from a role which 
usually has high status to one with lower status, and in the 
process they undergo the natural stress associated with any 
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life change. In addition, early retirees could, in the future, 
become targets for resentment. If early retirees have their 
real purchasing power considerably eroded by inflation, or 
even if their purchasing power is lower than their expecta- 
tions, then the intangible social and psychological costs of 
early retirement will become much more difficult for them to 
bear. 

Early retirement can also have serious costs to individual 
companies and to the skill level of the labor market general- 
ly. If incentives to retire early are sufficiently attractive, 
many of those who choose to retire early will be those whose 
skills are valuable. Even a temporary shortage of skilled 
workers is costly. While there may be psychological and 
social costs to the early retirees themselves if their pensions 
are continually reduced in real purchasing power, increasing 
pension payments, if pensions have cost-of-living escalator 
clauses, will place more financial demands upon employers. 

Finally, a continuing trend toward early retirement ap- 
pears to have serious consequences for the national 
economy, straining retirement resources and generating ten- 
sions between age groups. 

Early retirement also has benefits, both real and perceiv- 
ed. Many people retire early simply because they can and 
they wish to have leisure time. Departure from the labor 
force under ideal conditions does not threaten life or health 
and may actually prolong life and promote health. Early 
retirement can also be a response to ill health or negative 
employment experiences and prospects. 

In order to develop policy alternatives in current early 
retirement practice^ more information is essential on both 
costs and benefits of early retirement.^ There is a need for 

2. Harold R, Shcppard, Employment Related Problems of Older Workers: A Research 
Strategy, U.S, Dcparlmenl of Labor, R&D Monograph 73 (1979). presents a detailed 
outline of research priorities. 
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more research in the private and public pension plans having 
early retirement provisions to ascertain how many workers 
are covered and how many of those covered actually choose 
to retire early. Additional information about the actual 
financial condition of early retirees over time is necessary as 
well. Since economic deprivation may result from inflation 
eroding the benefits which are not indexed, and since social 
and psychological problems arise in response to economic 
deprivation, it is necessary to know how early retirees fare 
over a period of time. Although there is some suggestion that 
inflation may play a role in a decision to defer early retire- 
ment, the relationship between inflation and the early retire- 
ment decision requires investigation. Finally, research on the 
success of postretirement job search of early retirees is 
necessary. 

Conventional wisdom in management may have suggested 
early retirement as a solution to older unproductive workers 
in the past, but the actual organizational results of continu- 
ing early retirement across a wide range of organizations are 
not known. Does the early retirement of an older worker 
whose pension is indexed actually represent the savings 
originally expected from this solution? Or is it possible that 
many early retired workers are living much longer and draw- 
ing pensions long beyond the anticipated and calculated 
period? Are those younger workers actually replacing older 
workers? Are they actually more productive? 

Future Research ^ Policy Directions 

The current state of knowledge of the impact of early 
retirement on individuals and the economy is limited, but it 
suggests the lines along which policy-related investigation 
should move. 

One research perspective, the unemployment-oriented ap- 
proach, has provided information which suggests that early 
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retirement under the most favorable circumstances can be a 
smooth transition, but it also highlights the degree to which 
early retirement is a disguise for long term unemployment. 
The other research perspective, the life-cycle approach, em- 
phasizes planning and preparation for early retirement as a 
critical variable in individual satisfaction with the retirement 
experience. These two approaches converge at several impor- 
tant junctures and emphasize those areas in which policy- 
related research questions must now be answered. 

If early retirement is, for involuntary early retirees, a 
disguise for disability-related retirement for those in poor 
health and a disguise for terminal unemployment for those 
with troubled work histories, what would be the conse- 
quences of devising arrangements for disability pensions for 
the one group and retraining or public service employment 
for the unemployed? Such questions should be investigated 
on the individual level as well as the macroeconomic level. If 
early retirement is, for some early retirees, a choice of the 
lesser evil, a result of dissatisfaction with work and the 
employer's dissatisfaction with the worker, what would be 
the consequences of alternatives in the work place? What are 
the possibilities for restructuring jobs, lateral transfers, or 
phased retirements? Future studies should also be directed 
toward problems involved in the planning and implementa- 
tion of such alternatives. 

Early retirement has been a limited benefit to individuals, 
management, and labor, but it is a benefit which has an in- 
creasingly large cost. The history of early retirement shows 
two clear trends, one which increases incentives to retire ear- 
ly and the other which decreases incentives to remain in the 
labor force. Future policy should be developed in both direc- 
tions, but the emphasis should be placed upon the productive 
retention of older workers. The focus for research and policy 
development must be shifted from early retirement to the 
larger area of work and aging. 
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